DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


HEARINGS 
COMMITTEE ON BANKING AND CURRENCY 
UNITED STATES SENATE 
KIGHTY-SECOND CONGRESS 


S. 2594 and S. 2645 
BILLS TO AMEND AND EXTEND THE DEFENSE PRODUC- 
TION ACT OF 1950, AS AMENDED, AND THE 
HOUSING AND RENT ACT OF 1947, 
AS AMENDED 


PART 5 
MAY 12, 13, 19, AND 20, 1952 


Printed for the use of the Committee on Banking and Currency 


oe 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1952 








SENATE COMMITTEE ON BANKING 


BURNET R. MAYBANK, South Carolina, Chairman 


J. W. FULBRIGHT, Arkansas 


A. WILLIS ROBERTSON, Virginia 


JOHN SPARKMAN, Alabama 


HOMER E. CAPEHART, Indiana 
JOHN W. BRICKER, Ohio 


IRVING M. IVES, New York 
J. ALLEN FREAR, Jr., Delaware 


PAUL H. DOUGLAS, Illinois 


WILLIAM BENTON, Connecticut 


BLAIR MOODY, Michigan 


II 


ANDREW F. SCHOEPPEL, Kansas 
EVERETT M. DIRKSEN, Illinois 


A. LEE Parsons, Clerk 
Jos. P,. McMurray, Staff Director 


AND CURRENCY 





[Oo °a TR 


CONTENTS 


Page 
S. 2594 (Fulbright amendments) __-- 2473, 2585 
S. 2645 (Dirksen amendments) 2547 
Statement of 
Barkin, Solomon, director of research, Textile Workers Union of 
America, CIO 2683 
Carey, James B., secretary-treasurer, CIO 2660 


Casson, A. B., Boston, Mass., representing cotton and rayon textile 
mills 

Dickason, Gladvs, vice president, Amalgamated Clothing Workers of 
America, CIO 

Edelman, John, representing CIO legislative committee 

Fulbright, J. W., a United States Senator from the State of Arkansas 

Haslam, Reuben S., United States Chamber of Commerce 

Mason, Walter, member, national legislative committee, A. F. of L., 
accompanied by Marx Lewis, general secretary United Hatters, 
Cap and Millinery Workers, and Bert Seidman, assistant econ- 
omist, A. KF. of L 

Morgan, Donald A., Illinois State Chamber of Commerce 

Paley, Henry, research director, United Paperworkers of America, 
CIO 

Pettis, Andrew, vice president, Industrial Union of Marine and 
Shipbuilding Workers of Ar eriea, CTO 

Sullivan, Willian F., Doston, Mass., reprosentin., cott and rayo! 
textile mills 

Thornton, A. Clifford, International Minerals & Chemical Corp 

Tobin, Maurice, Secretary, accompanied by William R. McComb, 
Administrator, Wage and Hour Division; Verl E. Roberts, Chief, 
Branch of Wage Determinations, Wage and Hour Division; and 
Jeter Ray, Acting Solicitor, Department of Labor 

Weinberg, Nat, director, research and engineering department, 
UAW-CIO, accompanied by Paul Sifton, national legislative repre- 
sentative, UAW-CIO 

Letters, telegrams, statements, ete., submitted for the record by 

American Farm Bureau Federation, John C. Lynn, legislative director: 
Telegram to Senator Fulbright 

American Federation of Labor: Comparison for postwar period of 
recommendations of A. F. of L. affiliates and Secretary of Labor’s 
determinations, under Walsh-Healey Act 

Barkin, Solomon, director of research, Textile Workers Union 
America, CIO: Statement. 

Comptroller General, R. N. Elliott: Letter to Representative Me Mil- 
lan 

Congress of Industrial Organizations: 

Comparison of postwar prevailing minimum wage determinations 
under Walsh-Healey Act and average hourly earnings by indus- 
try, and so forth 

Goods purchased by Government from industries under postwar 
Walsh-Healey determination, and so forth 

Wage Stabilization Board, Resolution No. 59 

Dirksen, Everett, M., a United States Senator from the State of 
Iilinois: Amendments 

Eastern Union County, N. J., Chamber of Commerce: Letter 
Fulbright amendments. 

Fulbright, J. W., a United States Senator from the State of 

Amendments 

Explanation of amendments 

Proposed regulations of Labor Department 

Letter from small-business man in Fort Smith, Ark 

Legislative history of section 9 of Walsh-Healey Act 


of 


on 


(rkansas: 


Iit 


2532 
2701 
2742 
2587 
2622 


59 


548 


«J 


bo bho 


2739 


2738 


29 
NOL 


to 


~ 


dbo 


2780 
2696 


2674 


2679 


2680 
2709 


2473 
2474 
2587 
2603 
2606 








IV CONTENTS 


Letters, telegrams, statements, ete.—Continued 
Green, Theodore F., a United States Senator from the State of Rhode 
Island: Letter to Senator Maybank, and reply 
Haslam, Reuben 8., United States Chamber of Commerce: Statement 
International Chemical Workers Union, A. F. of L., H. A. Bradley, 
president: Letter to Senator Maybank 
International Ladies’ Garment Workers’ Union, A. F. of L., Frederick 
F. Umbey, executive secretary: Statement 
Kennedy, John F., a Representative in Congress from the State of 
Massachusetts: Letter to Senator Maybank 
Labor Department: 
Supplemental statement on ‘‘open market’’ exemption in section 9 
Summary of wage determinations applicable under Walsh-Healey 
Act 
Notice of hearing, proposed amendment, prevailing minimum 
wage, woolen and worsted industry 
Lodge, Henry C., a United States Senator from the State of Massa- 
chusetts: Letter to Senator Maybank 
Maybank, Burnet R., a United States Senator from the State of South 
Carolina: 
Contract award placements by areas 
Letter to Senator Fulbright 
National Consumers League, Elizabeth Magee, general secretary: 
statement 
National Milk Producers Federation, Charles W. Holman, secretary: 
Letter to Senator Maybank 
New England Governors’ Ccmmittee on the Textile Industry, Sey- 
mour E. Harris, chairman: Statement before Department of Labor 
panel 
Pastore, John O., a United States Senator from the State of Rhode 
Island: Letter to Senator Maybank 
Pettis, Andrew, vice president, Industrial Union of Marine and Ship- 
building Workers of America, CLO: Statement 
Saltonstall, Leverett, a United States Senator from the State of 
Massachusetts: 
Letter to Senator Maybank 
Memorandum on Walsh-Healey amendments 
Southwest Manufacturing Co., Fred J. Venner, president: Letter to 
Senator Fulbright 
Staff memorandum: 
Analysis of Canadian controls 
Differences in testimony in hearings on stcel Cispute 
Textile Workers Union of America, CIO, John W. kce'’men, Wash- 
ington representative: Letter to Senatcr Maybank, with reply 
United Textile Workers of America, A. F. of L., Anthony Valente, 
president: Letter to Senator Fulbright enclosing resolution 
Wage Stabilization Board: Analysis of Dirksen amendments 
Weinberg, Nat, director, research and enginecring Cepartment, 
UAW-CIO, and Paul Sifton, national legislative representative, 


CAW-CIO 
EYES 
tYES 
Vacs 
&é00S 
ooaus 
Ill 


2740 





Orr 


aviv 


9792 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


MONDAY, MAY 12, 1952 


Unirep STATES SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to call at 10:30 a. m., room 301, 
Senate Office Building, Senator Burnet R. Maybank (chairman 
presiding. 

Present: Senators Maybank, Fulbright, Robertson, Frear, Moody, 
Capehart, Bricker, Ives, Schoeppel, and Dirksen. 

The CuatrrMan. The hearing will be in order. 

The committee will hear testimony this morning on 8. 2594, which 
has to do with certain amendments to the Defense Production Act 
of 1950 and the Housing and Rent Act of 1947 submitted by Senator 
Fulbright. Our first witness will be Maurice Tobin, Secretary, of 
Labor. 4 

Without objection, the amendments will appear in the record at 
this point. 

(The amendments referred to are as follows 


+ sll 
i 


[S. 2594, 82d Cong., 2d sess.] 
AMENDMENT Intended to be proposed by Mr. Fulbright to the bill (3. 2594 
of the Defense Production Act of 1950. as amended. and the Housing and Rent A 


viz: At the proper place insert the following new section 





Sec. . (a) Subsection (b)*of the first section of the Act entitled ““An Act to 
provide conditions for the purchase of supplies and the making of contracts by 
the United States, and for other purposes’’, approved June 30, 19386 (41 U.S. C. 
35-45), is amended by striking out “locality in which the materials, supplies, 
articles, or equipment are to be manufactured or furnished under said contract;”’ 
and inserting in lieu thereof the following: ‘‘(1) city, town, village, or other civil 
subdivision in which the materials, supplies, articles, or equipment are to be 
manufactured or furnished under said contract; or (2) if manufacturing or fur- 
nishing under said contract is to involve more than one such locality, then in the 
respective cities, towns, villages, or other civil subdivisions in which particular 
materials, supplies, articles, or equipment are to be manufactured or furnished 
under said contract;’’. 

(b) Seetion 9 of such Act is amendéd by striking out that portion of the first 
sentence thereof which precedes the semicolon and inserting in lieu thereof the 
following: 

“This Act shall not apply to purchases of such materials, supplies, articles, or 
equipment of standard type and construction as are usually sold in the open market 
to purchasers generally, regardless of the method of procurement used by the 
Government”’. 

(ec) Such Act is further amended (1) by redesignating sections 10 and 11 as sec- 
tions 11 and 12, respectively, and (2) by inserting immediately following section 9 
a new section 10 as follows: 

“Sec. 10. Notwithstanding any provision of section 4 of the Administrative 
Procedure Act, such Act shall be applicable in the administration of sections 1 to 
5 and 7 to 9 of this Act. All orders, determinations, rules, and formal interpre- 
tations of general applicability under such sections shall be made on the record 
after opportunity for a hearing. An appeal from any such order, determination, 
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rule, or interpretation may be taken in the manner provided in section 10 of the 
Administrative Procedure Act by— 
““(1) any person adversely affected or aggrieved thereby; 

2) any manufacturer of, or regular dealer in, materials, supplies, articles, 
or equipment purchased, or to be purchased, by the Government from any 
source; and 

‘“*(3) any of the employees of such manufacturer or regular dealer, or any 
labor organization recognized by such manufacturer or dealer, or duly cer- 
tified by the National Labor Relations Board, as representing such employ- 
ees 


The CHarrMan. Also, without objection, let there appear at this 
point a statement by Senator Fulbright in explanation of his amend- 
ments. 


FULBRIGHT AMENDMENTS 
1. “LOCALITY AMENDMENT 


Under the existing statute Government contractors are required to pay the 
minimum wages 

oe ee as determined by the Secretary of Labor to be the prevailing 
minimum wages for persons employed on similar work or in the particular or 
similar industries or groups of industries currently operating in the locality in 
which the materials, supplies, articles, or equipment are to be manufactured or 
furnished under said contract.” 

The proposed amendment defines “‘locality’’ to mean the city, town, village, or 
other civil subdivision in which the materials are to be manufactured. 

Since the area of the locality mentioned in the statute was not defined, the 
Secretary of Labor has ruled that it means continental United States, and, with 
few exceptions, a single national minimum wage has been established for an in- 
dustry. This minimum is then applicable everywhere regardless of the average 
wages being paid in the town where the particular plant is located. 

\ national average minimum wage which is substantially out of line with 
wages in the particular community 

(a) Disrupts the economy of the community. 

(b) Destroys other local businesses either through pirating its labor or 
unduly increasing its operating costs. 

(c) Discourages development of new industry in areas distant from major 
markets by adding immediate high labor costs to high transportation costs 

(d) Prevents small local businesses from agcepting occasional Govern- 
ment contracts because it would permanently raise their labor rates. 

(e) Unduly favors existing businesses whose rates were used to determine 
the national “prevailing minimum.”’ 

(f) Favors large efficient plants over smaller and, generally, less efficient 
ones. 

The proposed amendment will require the administration of the Public Con- 
tracts Act to be comparable to that of the Davis-Bacon Act under which the 
minimum wages of laborers and mechanics employed in the construction of public 
works and buildings continue to work at the prevailing wage being paid in that 
particular community. 


I. OPEN-MARKET EXEMPTION AMENDMENT 


According to section 9, the act shall not apply to “purchases of such materials, 
supplies, articles, or equipment as may usually be bought in the open market.”’ 
The Secretary of Labor ruled: ‘‘However, the open-market purchase exemption 
in the Public Contracts Act (sec. 9) by its terms applies only to such purchases 
as the Government usually makes in the open market.’’ Since practically all 
Government purchases are made on a bid basis, the Secretary of Labor has com- 
pletely nullified the exemption expressly written in the act by Congress. The 
amendment would merely require that the exemption be applied to materials and 
supplies of standard types and construction as are usualiy sold generally in the 
open market, regardless of the method used for Government procurement. 

The legislative history is absolutely clear that the Congress did not intend the 
Public Contracts Act to apply to standard commercial materials such as bolts, 
nails, wire, and other materials of the type generally available to the public as 
well as the Government in the open market (80 Congressional Record 10009-10 
(1936)). 


‘ we Sera om Th Y re 
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In effect, the Secretary of Labor’s regulations and interpretations have re- 
written the section 9 “open market”’ provision to exempt only ‘‘supplies’’ (sta- 
tionary, ete.) and purchases which public procurement agents are authorized by 
general statute (41 U. 8S. C. A., see. 5) to purchase without advertised bidding. 

At the time such standard materials are produced for the general market, the 
manufacturer seldom knows that some small pa:t may be sold to the Government. 
Therefore, it is not possible for this type of business enterprise to accept Govern- 
ment orders unless it complies with the rulings of the Secretary of Labor at all 
times on all items produced. 


3. PROCEDURE AMENDMENT 


Under the Public Contract Act the Secretary of Labor issues orders, rules, and 
interpretations and makes determinations, investigations, and findings. The 
amendment provides that such actions shall be based upon hearings and decisions 
as provided in sections 7 and 8 of the Administrative Procedure Act and allows 
appeals therefrom to the courts for judicial review as provided in section 10 of 
the Administrative Procedure Act. 

The Secretary of Labor has, by rules and interpretations, effectively rewritten 
sections of the act contrary to the congressional intent due to a lack of a judicial 
review provision. 

“Congress submitted the administration of the act to the judgment of the Secre- 
tary of Labor, not to the judgment of the courts” (Endicott Johnson v. Perkins, 
317 U.S. 501). 

This, in effect, has left the Secretary free to adopt any construction of the 
statute, make any determination, and issue any regulations, however unreason- 
able, that he might choose depending upon pressures to which he may be subjected 
from time to time. 

‘This amendment does not in any way impair the right of the Secretary of Labor 
to find and determine facts, or to otherwise administer the taw. It only pro- 
tects against arbitrary or capricious action or erroneous application of the law. 

Since the Secretary of Labor in administering the Public Contracts Act exer- 
cises sanctions and powers and issues orders, determinations and rules, this 
amendment will “improve the administration of justice by prescribing fair ad- 
ministrative procedure” as stated in the title of the Administrative Procedure Act. 

The CHarrMan. Mr. Secretary, will vou proceed in your own way, 
sir. 


STATEMENT OF MAURICE TOBIN, SECRETARY; ACCOMPANIED 
BY WILLIAM R. McCOMB, ADMINISTRATOR, WAGE AND HOUR 
DIVISION; VERL E. ROBERTS, CHIEF, BRANCH OF WAGE DE- 
TERMINATIONS, WAGE AND HOUR DIVISION, AND JETER 
RAY, ACTING SOLICITOR, DEPARTMENT OF LABOR 


Secretary Tonix. Mr. Chairman and gentlemen of the committee, 
it is my feeling that the original Wagner Act and subsequently the 
‘Taft-Hartley Act, the minimum-wage Jaw and the Walsh-Healey Act, 
and Davis-Bacon have been contributing factors toward stabilizing 
the economy of the United States. 

Walsh-Healey is one of the proposals that has sustained the economy 
since the depression. The law was enacted in 1936 and it was for the 
purpose of protecting labor standards and to prevent them from being 
depressed by Government expenditures. It was also intended, as the 
Congressional Record will show of that day, to protect legitimate 
dealers in bidding on Government contracts from the competition of 
unscrupulous bid brokers and vest- -poe ‘ket dealers. 

I am quoting directly from the Congressional Record of 1936. 

Now, the proposed amendments will make the Walsh-Healey Act 
ineffective in any attempt to protect labor standards or to prevent 
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the unfair competition of unscrupulous bid brokers and vest-pocket 
dealers. 

Now, under the law, under the amendments that have been pro- 
posed, I shall bave to find the minimum wage in any city, town, or 
village. That will mean that the Government of the United States 
will ‘probably be giving some contracts and probably many to the 
lowest wage paid by a given business concern in the lowest wage rate 
community in the whole of the United States. 

Of course, that means that all protections for labor standards have 
practically been wiped out and protection for legitimate dealers will 
have been wiped out. 

Senator Futsricur. What does it repeal, the Fair Labor Standards 
Act? 

Secretary Toxin. It establishes a minimum for the whole of the 
Nation, regardless of industry 

Senator Futsriacur. You have the impression that this just takes 
away all protection on minimum wages. It does not in avy way 
affect the application of the Fair Labor Standards Act, does it? 

Secretary Tonin. The Fair Labor Standards Act is certainly not 
going to be any protection for a legitimate dealer or legitimate manu- 
facturer where the prevailing minimum throughout the country is 
probably double that. 

Senator Ronertson. What the Senator from Arkansas has in mind 
is the protection of these little plants of 50 or 100 men. 

I would like you to explain your claim that in a $46 billion or $50 
billion defense program, what a plant using 50 men could do to prevent 
fair employment in the remainder of a $46 or $50 billion program if 
thev got a $100,000 order. 

Secretary Tosrn. If they got a $100,000 order and we did not have 
the Walsh-Healy Act to operate, this is the dangerous situation that 
will develop: To begin with, it will be administratively impossible for 
me to make determinations in all the cities, towns, and villages of the 
United States. 

Senator Roperrson. Are you acting on the assumption that no 
worker or group of workers in the United States know anything about 
their own rates and that you have to protect them all by telling them 
what they ought to charge? 

Secretary Topix. I do think that we ought to have the business of 
the United States go to concerns that pay at least the prevailing 
minimum. The changes that have occurred in the economy in the 
last 20 vears, I think, have been very helpful to strengthen the private- 
enterprise system of this country. 

1 might say, gentlemen, that I think three of the greatest props to 
help us avoid de ‘pression before the Korean situation developed were 
the Labor Management Relations Act, the Fair Labor Standards Law, 
and the Walsh-Healy Act. 

Senator Roperrson. Mr. Secretary, we have had pending in Nor- 
folk for 2 or 3 months, a critical defense area needing from eight to 
ten thousand new units. As you know, there is a great shortage of 
plumbers all along the Atlantic coast. They are holding up the 
work at the Savannah River plant because they cannot get enough 
plumbers and steamfitters and they are raiding other areas, including 
the Norfolk area, by offering bonus wages 
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The builders at Norfolk could not get enough plumbers and asked 
your agency to give them a rate. They did not say what rate, but a 
rate, on plumbers’ helpers. But because no labor union down there 
has requested a rate on plumbers’ helpers, you will not give it to them. 
Now, do you think that is helping private enterprise and do you think 
that is he ‘ping to build homes in a critical defense area? 

Secretary Topix. Senator, 1 will be glad to discuss that with vou 
later, or now, if vou wish, but that is Davis-Bacon, which is completely 
bevond this law. 

You see, Walsh-Healeyv has only to do with items other than building 
construction. Davis-Bacon handles that and that matter is not under 
consideration before the committee. 

Senator Ronertrson. What law are the Hill-Burton hospitals under? 

Secretary Topix. That would be the Hospital Act with provisions 
that are much similar to the Davis-Bacon requiring the payment of 
the prevailing minimum wage for the various classifications of building 
mechanics. 

Senator Ropertrson. We have run up against the problem in 
Lexington in the building of the Lexington Memorial Hospital. They 
could not let bids because they could not get any rates on plumbers, 
steamfitters, and two or three other classes of workers. They fur- 
nished vour agency with prevailing rates in the three surrounding cities: 
Lynchburg, a city of some 70,000, 50 miles away; Roanoke, a city of 
85,000, 50 miles away; Staunton, a city of fifte en or eighteen thousand, 
36 miles away. They offered to take the prevailing wage in any one 
of those cities. 

The union wage, the union shop, anything, just to get a price, so 


that the contractors could bid. They were held up on it until I said, 
“Why can ‘t vou give us & wage on that? 
“Well,” they said, “we will.’ And thev did, but they waited until 


about 10 days before bids would be opened. 

Now, vou sav you are trying to protect private enterprise and 
promote private enterprise. The fact is that everyone must get their 
information from you on what the fair labor rate is. 

Secretary Topix. As soon as I return to the office, [ shall have vour 
request checked. 

Senator Robertson. What I would like to know is, why can we not 
get a wage ona plumber’s helper, when there are not enough plumbers 
down there to do the work in building these homes? 

Secretary Torin. | will have it checked. I am not familiar with 
the facts, Senator. We have emaans of determinations on Davis- 
Bacon and it is extremely difficult to know the posture of each one of 
the many decisions that have to be mi: _ in the course of a vear. 

[ could only point out that the delay in Davis-Bacon would be the 
exact same problem that we in the Gapdctinent of Labor will be up 
against administratively if this law is enacted in its present form. 

Now, for example, in making cotton textile determinations, there 
were four thousand cotton textile plants in the United States that 
will be covered. | have not had an opportunity to count the number 
of communities in which they are located, but I think it is a conserva- 
tive estimate to say that it would be in excess of 1,500 to 2,000, and 
[ know that I am conservative because the Solicitor, at my right, has 
Whispered to me three thousand communities. 
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That would make it impossible, Mr. Chairman, administratively, 
to make these determinations. Therefore, we have a law which 
would be so difficult of administrativeness that the effectiveness of 
the law would be gone. 

Senator Rosertrson. That is on the assumption that every one 
of those communities you mention is going to have a Government 
contract? 

Secretary Tosin. Under the remaining provisions in the law that 
have not been changed by Senator Fulbright, the stipulation has to be 
written into the contract prior to the letting of the contract. 

Now, under Senator Fulbright’s amendments, all of the determina- 
tions that I have already made in 40 industries will be null and void 
because in the future under his amendments determinations will have 
to be made in each of the localities in which they are likely to bid 
because we do not know who is going to bid and no one is going to 
place a bid on any articles that are to be procured by the Federal Gov- 
ernment—I was going to say until these wages have been determined. 

However, what will happen is that they will make their bids in the 
event I am unable to make these determinations in 3,000 communities 
beforehand, and the task will be so colossal that the effect of the amend- 
ments is to completely nullify the Walsh-Healey Act as regards mini- 
mum wage rate determinations. 

Senator Futspricut. May I come back to the original question and 
will you answer it, please? 

Do these amendments in any way affect the application of the Fair 
Labor Standards Act? That goes right on, the same; does it not? 

Secretary Torin. It does not affect the Fair Labor Standards Act 

Senator Futsricut. That law sets a minimum wage. The act set 
a minimum for the Nation; did it not? Do you contend that that still 
permits sweatshop labor to exist in these factories? 

Secretary Tosin. It certainly is going to make it impossible for man- 
ufacturers and dealers paying good wage rates to compete for Govern 
ment business. 

Senator FuLBriGHT. You say, “Good wage rates.’’ Do you inter- 
pret the Walsh-Healey Act as permitting you, not merely to set mini- 
mum rates, but good rates; is that right? 

Secretary Topix. Well, in minimum wage rates you will fiad that 
the prevailing minimum—well, to give you an example, I have some 
figures here that will show you the great range of wages in many indus- 
tries, and the determinations that are made by the Department so you 
can see the amount of protection. 

Senator FuLtpricutr. Do you think it is a bad thing to have a range 
in wages; that all wages should be the same? 

Secretary Tosrn. I do not think all wages should be the same. 

Senator Futsricut. I believe you have misinterpreted and mis- 
construed the main intent of the act as it was passed. These amend- 
ments do not purport to repeal this act, although I think a good case 
might be made for that. ‘We are not attempting to do that. As it 
has been applied by your Department, it does not follow ‘the plain 
language of the bill as it was passed; particularly, for example, on 
this question of locality. 

The legislative history is very clear as to what the Congress intended. 
If you say that is administratively impossible, I think you should 
have offered an amendment to make it administratively feasible, 
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if that is your contention, rather than ignoring and completely 
misconstruing the clear intent of the law. 

Can you speak to that subject? Do you feel that the way you have 
interpreted locality is in accord with the law? 

Secretary Topix. The question of locality has been determined 
by the Supreme Court of the United States. 

Senator Futsricutr. That is not true, Mr. Tobin. Could you 
tell us where that is? 

Secretary Topin. Iam not a lawyer. 

Senator Futsricut. You make the statement that it was deter- 
mined. Where was it determined? 

Secretary Topin. I would like to have the Solicitor answer that 
question. 

Senator FuLsricut. In what case, Mr. Solicitor? 

Mr. Ray. I believe the Secretary is referring to the Lukens Steel 
case which in effect held that there was no way in which the Secre- 
tary’s discretion as to what the term locality meant could be deter- 
mined in the courts. 

Senator Fu_sricut. Does that say they have determined “local- 
ity’? to mean what you said it means? 

Mr. Ray. Not at all. It does make clear that the Secretary of 
Labor has discretion in that respect. He has some considerable 
margin of discretion in deciding what scope the term “locality’’ will 
be given. He also has discretion under that act probably to do what 
you would require him to do under the amendments which you propose. 

Senator FuLsricut. Now we are getting down to the point. All 
the Lukens case decided was that the plaintiff had no standing in 
court because the Secretary has complete arbitrary discretion, if he 
chooses to use it. It cannot be disputed in the courts. 

Now, my third amendment goes to the question of whether or not 
there should be judicial review and until that is put into the law we 
cannot determine whether or not he has been arbitrary. That is the 
fact of the matter. 

Mr. Ray. That question might be raised if there is money collected 
from the contractor. 

Senator Futpricutr. That isa very remote possibility because under 
your power of penalizing and blacklisting and so on vou can prevent 
anybody’s doing that. 

We agree then, that the Lukens case does not confirm your in- 
terpretation of locality? 

Mr. Ray. It does not disaflirm it, at least. 

Senator Futsriaut. It does not affirm it. The Secretary said it 
has been sustained by the Supreme Court. That is not a true state- 
ment; is it? 

Secretary Topin. Well, Senator, does this not seem to be a reason- 
able conclusion to arrive at: After all of the penalties that have been 
exacted against concerns over the country, any concern that has 
had a penalty exacted against it could have then proc ‘eeded to ques- 
tion the legality of my interpretation of locality. They then would 
have a perfect right to pursue their claims to the highest court in 
the land. 

Am I right in that? 

Mr. Ray. Probably, although they have not decided on that 
feature of it. 
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Senator Futsricut. They have all the penalties and blacklisting 
to risk and when they get there they are confronted with the prob- 
ability that the court will say that this contractor agreed to these 
conditions because he had to agree to to them as a precondition to 
the contract. That is what he would be faced with because you 
forced him to agree in writing to these conditions and the Government 
contract not being a matter of right, but merely privilege, I do not see 
how vou can arrive at any other conclusion. 

Secretary Topi. | am not a lawyer, Senator, but could I force 
someone to do something that was illegal? 

Senator Futpricut. You do not force them to take a contract, but 
anvbody who wants a contract has to agree to these conditions. You 
do not foree him. 

Secretary Topix. But once they have agreed to those conditions 

Senator Futsricur. Then they cannot do anything about it. 

Secretary Torte. And those conditions were illegal to start with 
and I had established illegal conditions in that contract—I am not a 
lawyer, but I would have the feeling that then they would have the 
right to pursue their rights to the courts to determine whether or not 
I had misinterpreted < nena of the word “locality.” 

Senator FULBRIGHT. ¢ have gotten off the track on a strictly legal 
question, I was a to pursue one question at a time, 

That properly comes to the third one which merely provides for 
judicial review. 

On the question of locality vou have not had any court say that your 
interpretation of it is correct. Is that not true? 

Secretary Topix. No one has attempted to, apart from the Lukens 
case in 1939, no one has questioned it. 

Senator Futsricur. That, in itself, is quite persuasive that they 
have no legal remedy because I can assure you there have been lots of 
me about it. 

‘eretary Torin. Would it be that the law has been administered 
So fi skis that t after they got ai legal counsel the counsel had advised 
them that the law had been so perfectly administered that they had 
no legal appeal? 1 am inclined to believe that that is the answer. 

Senator Futpricur. It could be that, but that would be most 
unusual in administration | think. 

Now, on that question of locality, let us take the exact language of 
the law. Do you not think it is quite clear that the locality that was 
intended, from the legislative history in the House particularly, where 
this bill was largely written, means just what my amendment says? 

| would like to read section 1 (b) for the record: 


All persons employed by the contractor in the manufacturing or furnishing of 
materials, supplies, articles or equipment used in the performance of the contract 


will be paid without subsequent deduction or rebate on any account, not less than 
the minimum wages as determined by the Secretary of Labor to be the prevailing 
minimum wages for persons employed on similar work, or in the particular or 


similar industries or groups of industries currently operating in the locality in 
which the materials, supplies, articles or equipment are to be manufactured or 
furnished under said contract. 


The key words are “currently operating in the locality.’ 


Now. the Savinake uy has interpreted those words to mean that the 


United States is a locality, in effect. 
I do not see, Mr. Secretary, how you can read that into that act. 
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Senator Ropertson. If the Senator from Arkansas will yield, you 
can bring it down to a pin point right in building operations around 
Washington. 

The Secretary held that housing built close to the town of Warren- 
ton, where there has been a number of houses built, was in the metro- 
politan area of the District of Columbia where we have the highest 
wage rates for carpenters, plumbers, and bricklaye “ in the Nation. 
In housing operations at Quantico where they had building opera- 
tions, in Alexandria, in Arlington County and in Fairfax—big devel- 
opments—again it was the rates of the District of Columbia that 
applied. 

Senator Carpenarr. Will you yield for just one question? 

Senator FuLtsricur. | want to be sure the committee understands 
what the sponsors of this legislation said about it at the time. 

Senator Caprnarr. Let me have just one question, will you please? 

Mr. Secretary, have you ruled that ‘locality’? means the entire 
United States? 

Secret ury Topix. The equivalent of because the decisions in 36 

‘ases out of 40 cover the United St: es 

Senator Capenart. The answer is that you have ruled that 
“locality” means the whole United States? 

Secretary Topix. Yes, because if you will follow the rest of the 
language, it would be very difffteult to administer the law and to 
accomplish the purposes that are declared here except by doing that. 

Senator Fuisricur. Ile sevs it is difficult, and taeref re hb: just 
ignores the language of the law, and the intent 

This is what was said in the debate. Congressman Greenwood 
who was in charge of the rule under which the Healey bill was con- 
sidered in the House, said this: 

This bill provides that they shall pay the prevailing wages in the community 
where the work is performed. 


Mr. Healey, in presenting the bill, said this: 


This bill does not set the standard for minimum wages by reference to the 
codes that obtain under NRA, but definitely sets as the prevailing wage for 
similar work, or in the industries currently operated in the locality in which the 


contract is to be performed. 


Mr. Walter, who was on the Judiciary Committee which handled 
this bill at that time, said this: 


g rates are under 
the Bacon-Davis Act. It has been a comparatively simple matter to go into 
each community in which Government buildings are being constructed and 


determine what every particular artisan is paid in that community. 


We have had no difficulty in determining what the prevailing 


The problem is the same here. 

Mr. Citron, speaking in behalf of the bill, said as follows: 

The bill merely provides that the Government shall have the right to refuse 
Now, I call special attention to this 


to refuse the bids on all purchasers over 10,000 to those who paid less than the 
prevailing rate of wages in their community 


Mr. Bierman also commented: 


] should like to ask one more question: In a small plant such as we have it 
northeastern Lowa, say a town of 4,500, who is going into that town and say what 
is the prevailing wage? 
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Mr. Heaty. The prevailing wage will be determined for the general locality. 
It will be, as I have stated, by investigation and hearing. 


There are several other references along the same line, but there is no 
question that in the minds of the people who passed this bill and 
sponsored it, they were talking about the local community in which 
the contract is to be performed, 

Now, the Secretary says it is difficult to administer. I say if that is 
true, rather than ignoring it because under the protection of me 
Lukens case he can ignore “it, you ought to ask for an amendment, 
say you can set industry -W ide, Nation-wide appliance. 

Do you say that is what would be in the minds of those who wrote 
this legislation? 

Secretary Topin. Senator, at the time they did have the words 
‘cities, towns, or villages,’ and they eliminated that language and 
changed it to “locality.” 

[ am not thoroughly familiar with the legislative history of the 
whole law, but I think that if you will read beyond the words “‘locality:”’ 
the prevailing minimum wages for persons employed on similar work or in the 
particular or similar industries or group of industries currently operating in the 
locality in which the materials, supplies, articles or equipment are to be manu- 
factured or furnished under said contract, the materials, supplies, or articles cr 
equipment that are to be manufactured or furnished under said contract can ke 
in any part of the United States. 

Senator Futsricur. It says “loedlity in which.” 

Secretary Topin. The stipulation has to be in the contract in 
advance. 

Senator FuLtspricur. What is that? 

Secretary Toxsin. The stipulation as to the minimum wages has to 
be in the contract in advance, before the invitations for bids are 
extended. They cannot be established at a later date. 

Senator Futsricur. Well, that is true of all contracts made after 
you have made a determination, but until you have made a deter- 
mination the contract is perfectly legal. 

Secretary Topin. But then you would have no Walsh-Healey Act 
and no Minimum Wage Act. 

Senator Futsricut. What do you mean, ‘‘no Minimum Wage 
Act”? Do not keep bringing in the Minimum Wage Act, because 
that has no effect upon it. 

Secretary Tonin. You would have no prevailing minimum wage 
in the industry por any stipulation setting forth the determination 
unless it was done before the contract was put out. If a determina- 
tion is not made, in any field in which a determination is not made, 
wages are not a part of the contract. Therefore, upon the enactment 
of your amendments, all of the existing determinations would be 
wiped out so that we would have no prevailing minimum wage in 
industry, aod then we would be confronted with the problem of making 
the determinations under your amendment in each of the communities 
in the United States that would have an establishment that could bid. 

Senator Futsricur. | do not think that is correct. I hate to 
differ with you on the interpretation of that. If these amendments 
are put into effect—if both of them are put into effeet—the second 
one, of course, will limit the number of contracts subject to the 
act—because I think you have also extended your authority con- 
trary to the exception in the act as to the standard articles purchased 
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in the open market. I believe you said in one of your memorandums 
that that would affect about 50 percent of the contracts, is that right? 

Secretary Tosin. That is right. 

Senator FuLBricut. Coming back to this first one, dealing with the 
concept of locality it certainly is the impression of the sponsors of this 
legislation, and because Bacon-Davis Act has long been in effect, 
it gives no particular difficulty in applying those standards. 

Secretary Topin. Senator, could I explain to you the difference 
between Davis-Bacon and Walsh-Healey? 

In Bacon-Davis you have a given structure to be built in a given 
community, and the minimum wage can readily be determined for 
each of the classes of trades that will be used in the building of that 
structure. But here- 

Senator FuLsricur. How do you determine the minimum wage 
under your present procedure, if you do not go to these communities 
and find out what the minimum is? Do you just accept the minimum 
set by the union? 

Secretary Toprn. Indeed not. It is a very long, drawn-out process, 
and I think if you talk to any industry man you will find that they 
will agree that it is a very fair procedure. 

Senator FuLsricut. Is it now made up of an investigation of local 
rates? 

Secretary Topin. It is made up of an investigation of rates. 

Senator FuLBricur. Do you not go into the locality and find out 
what they are? 

Secretary ‘Topix. You get practically the wage rates that are paid 
in every concern that engages in the industry in which a minimum is 
being determined. 

Senator Futsricut. In each locality, is that not right? 

Secretary Tosrn. In every concern. 

Senator Funsricur. In other words, you gather this material. 
You already have it, and you use it to make your present minimum, 
do you not? 

Secretary Topix. Yes. 

Senator Futsricur. Then what is the difficulty in applying it on 
the local rather than the national basis. 

Secretary Topin. Because the difference comes in this. Deter- 
minations are made probably a period of 2 vears, but under the pro- 
posal that you have and your comparison to the Davis-Bacon, a 
determination is made prior to each contract in Davis-Bacon, and you 
draw the contracts. The comparison of Davis-Bacon. And _ the 
moment a contract comes out in a community, determinations are 
made in practically each project or each contract in the country for 
construction. 

Senator Futspricur. Well, take in the soap industry. In order to 
set that minimum, you had to investigate and you had to get, if you did 
it properly, as you say you do, the prevailing minimum in each of the 
localities. 

Now, why is it impossible, administratively impossible, to apply it 
in Johnstown, for example, rather than lumping them all into one 
average and require it to be the same all over the United States? I do 
not see why. 

Secretary Tosrn. Here is the difference. 

In Davis-Bacon 
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Senator Fu.srieur. I am not talking about Davis-Bacon. 

Secretary Topix. You have made the comparison in your justi- 
fication to the committee, a comparison with Davis-Bacon, 

In Davis-Bacon, you would just have one set of prevailing minimum 
rates for that building construction project. Whereas in Walsh-Healy, 
a prevailing minimum rate that will be determined for the industry, 
either for the country as a whole, or for regions of the country, if it 
falls into that kind of a pattern. 

In iron and steel, I think we have five areas, In cement, I think 
we have two areas. In chemicals, I think it is two areas. 

The rest of them make up just one area over the country. 

This is the administrative problem I would have under your 
amendment. I would have to make a determination in each one of 
the communities in cotton textiles, which will number. as | have said, 
at least 2,000 communities. in order to anticipate the stipulations that 
would have to be placed in the contract, because we would not know, 
in advance, the number of cotton manufacturers in the country who 
would desire to bid. 

Then, we would have to have a determination in each one of the 
2,000 communities of the country. If 100 concerns decided to bid, 
then we would have to submit that material on the 100 communities 
in which the 100 concerns. the one-hundred-odd concerns were located. 

But, all of the material would have to be available. 

Senator Futsricur. Let us take the soap industry. 

It is not quite as complex as the textile industry. If contracts are 
to be let and you have to set a standard, you have to go into these 
communities to get the materia] you now have. 

I cannot see any difficulty in saying in a particular community, 
“well that is what we have found there’ because you have already 
found it. 

Secretary Tonrn. | think a description of how that work is handled, 
might be in order. 

First, it is decided that a determination should be made and 
leaders of industry and labor are invited to Washington. 

The first thing to be determined is the scope of the given industry 
and the fields that shall be covered, and the expert advice of both 
industry and management are given. 

Then, another conference will be held between the management and 
labor for the purpose of getting their advice as to how best to deter- 
mine what is the prevailing minimum wage throughout the country. 

In many cases, industry itself, with the approval of labor, will do 
the fact finding for us. Sometimes, we find it is better to have the 
Bureau of Labor Statistics make the determination. 

In many instances, there js ain agreement on the part of both man- 
agement and labor as to how the wage information is to be procured. 

Then, when the information has been compiled from al] manufac- 
turers or dealers in the industry from all over the country, manage- 
ment and labor are invited back again to go over the information. 

Then, when all of this information is in, hearings are held in which 
any individual manufacturer or dealer in the Nation may appear 
before that hearing examiner. 

Incidentally, all of the information that has been compiled up to and 
prior to the hearing, is mailed out. Sometimes we will use the trade 
organization. 
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In cotton textiles, their organizations will mail to their individual 
members the compilations of wage data that has been compiled. 
They then are thoroughly familiar with all of the material that will 
be considered at the hearings, and any trade union, any individual 
concern in America is given its opportunity to appear before that 
hearing examiner and rarely after the determinations are made, is 
the question ever raised that an unsound determination h: as been made. 

Senator FutBricur. How can they raise that question? 

Secretary Torin. By protests to me. And after these determina- 
tions are made 

Senator Futsricur. After you make vour determination, what can 
they do about it? 

Secretary Torin. They have had opportunity all the way through 

Senator Futsricur. But they would not know what your deter- 
mination was. You make a determination, and that is the end of it 

They cannot do anything about it, can they? 

Secretary Torin. As a matter of fact, in 99 percent of the cases, 
they are pretty well able to determine what the just determination 
would be. 

| think if you will talk to management or labor groups, they 
would agree. 

Senator Futsricur. But what can they do about it? 

Secretary Tosrn. They can ask for a reopening. 

Senator Futsricur. Have you ever given one? 

Secretary Tostx. I do not believe I have ever been asked for one. 

Senator ScHorPPEL. Mr. Secretary, does that apply to the airplane 
industry? 

Secretary Tosrn. Yes. 

Senator ScHorerreL. You have never had a request to reopen one? 

Secretary Topix. We do have requests for reopening, after a period 
of time has elapsed and the decision is unrealistic in the light of 
economic changes in the intervening period of time, maybe a year 
a year and a half. 

Then there is a reopening. 

Senator ScHorprPeL. You did have some difficulty with reference 
to the Wichita plants, did you not? 

Secretary Tontn. Specifically in the airplane industry, was there 
ever a request made? 

Senator FuLspricut. It is entirely at your discretion. 

Secretary Tornrn. Yes; you have touched upon the one apparently 
in which there was a request for a reopening. 

Gentlemen, if I could for a moment, I would like to read into the 
record, the declared national policy of our Government. 

I am going to quote from the Taft-Hartlev law. I believe that in 
order to get this hearing in its proper light, it would be important to 
read into the record, the declared national policy of our Government 

I am going to go bevond the scope of the Walsh-Healey Act, or the 
Fair Labor Standards Act, and I am dealing with the Labor hiieniee: 
ment Relations Act: 

The inequality of bargaining power between employees who do not possess 
full freedom of association, or actual liberty of contract, and employers who are 
organized in the corporate or other forms of ownership association, substantially 
burdens and effects the flow of commerce and extends (o aggregate current business 
depressions by freezing wage rates and the purchasing power of wage earners in 
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industry and by preventing the stabilization of competitive wage rates and 
working conditions within and between industries. 


It is my feeling that the Walsh-Healey Act in a minor way, supple- 
ments this declaration of national policy. 

Now, I would like to read into the record, a portion of a speech 
that I made to North Carolina University, on last Thursday night, 
showing the great improvement that has occurred in the economy of 
the South under the laws that have been written in the course of the 
last two decades: 


The action that the Government has taken has helped to make possible the 
great expansion in our American economy. It is an expansion that has benefited 
all sections of this country, but it has been especially beneficial to the South. 

Per capita income throughout the United States is now 111 percent higher than 
it was in 1929, but per capita income in the South is now 179 percent higher. As 
you can see, it increased substantially more than the national average. 

In fact, it increased more than 50 percent above the increase of the national 
average. 

In 1929, the people of the South received 10.51 percent of income payments. 
In 1951, that proportion had increased to 13.95 percent; an increasing proportion 
of our national wealth is going to the South. 

Between 1929 and 1948, per capita sales in the South almost tripled. In 1929, 
retail sales in the South were 12 percent of all retail sales in the Nation. In 1948, 
they were 15 percent of all the sales in the Nation, an increase of 52 percent above 
the national average. 


The CHarrMan. The Government is not responsible for that, Mr. 
Tobin. 

Secretary Toxsrn. | believe the Government is responsible for it. 

The CHarrMan. There is some Government assistance, of course. 
But when it comes down to the increased business in the South, that 
is due partly to the efforts of private industry. 

You take the textile industry, for instance. I was amazed to find 
out about the Government giving so much more textile business to 
New England than to the South. That is all right because it was 
done on low bid. There was a plan around here to give out business 
without bids, and I got the local record of the textile business and to 
my amazement, although we in South Carolina are the largest textile 
producers in the whole Nation, the contracts went up to New England 
on low bids. 

Why channel business into an area that is getting most of the busi- 
ness now? I do not like to compare New England and the South, 
because there are joint ownerships in both places. I mean people 
who own mills in the South also own them in New England, but I just 
wanted to put that in the record. I also want to insert in the record 
at this point a memorandum showing the value of textile contracts 
and where they were awarded. 

(The memorandum referred to follows: ) 


Contract AwarD PLACEMENTS BY AREAS 


In conjunction with the award of contracts for materials and supplies required 
for the defense effort there have been many complaints that certain areas were 
not receiving a reasonable share of the awards. These complaints have been based 
chiefly on such limited information as that contained in the publication of lists 
of total awards of contracts in various areas. Such figures could be very mis- 
leading if used without due consideration for many important factors involved. 

Heretofore, a compilation of contract awards giving consideration to such 
factors as manpower, plant capacity, plant efficiency and production facilities 
within particular areas has not been generally available. For this reason an 
attempt has been made to prepare a tabulation which includes as many variables 
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as are pertinent and obtainable. In this compilation, which is attached, an 
attempt has also been made to arrive at some basis on which to determine roughly 
the share of contracts which might go to various areas, presuming, of course, 
that it were possible to divide such contracts on some predetermined basis of 
equitability. Such a division is obviously not possible, but some such presump- 
tion is necessary in order to provide a basis for study and analysis. 

In making up these figures, use has been made of data representing the total 
number of production employees and the value added by manufacture in each 
of the 48 States. These figures are readily available for the year 1950. 

In preparing this tabulation it has been recognized that the number of produc- 
tion employees within a State is not alone a true indication of production capacity. 
This single consideration does net permit recognition of wide differences in plant 
efficiency or type of production. In short it is difficult to make necessary allow- 
ances and provide adequate consideration for the ‘‘tools’’ with which employees 
work, or the efficiency of those ‘‘tools.’’ (‘‘Tools’’ in this instance would include 
plant buildings, machine tools and all other machines and equipment required in 
production.) 

In order to arrive at a ‘‘production efficiency” or ‘‘production rate’’-factor to 
use in this compilation, a determination was made of the average value of pro- 
duction per year for each production worker in each State. This was done by 
dividing total value added by manufacture in each State by the number of pro- 
duction workers in the particular State. It is felt that the figures thus obtained 
more nearly represent the production potential of a given area than would be 
possible by utilizing the figures representing the total number of workers only. 
Such figures as were obtained do reflect in a large measure an over-all production 
efficiency and while they cannot be considered to be unfailingly accurate, they 
are at least an indication of production capacity based on actual past performance 

In further explanation of the figures recorded here the following comments are 
made; 

Column 1: The total number of production workers in each State. These 
figures are taken from the Bureau of Census 1950 Annual Survey of Manufactures. 
This includes all manufacturing industries. 

Column 2: The total value added by manufacture in each State. These data 
are from the same source as those in column 1. 

Column 3: Figures representing the value added by manufacture in each State 
for the year 1950 for each individual worker. These figures are obtained by 
dividing the figures in column 2 by those in column 1. They represent an average 
rate of production per employee. 

Column 4: Figures representing the percentage of individual production rate 
for each State in relation to a national average of $7,622 per year per employee 
These figures are obtained by dividing column 3 by the calculated national average 
of $7,622. 

Column 5: Total national contract awards for the period of June 30, 1950, to 
December 31, 1951, were $43,122,515,000 and the total number of production 
workers in the United States were 11,766,056. These figures represent a national 
average of $3,665 per production worker for defense contract awards only. Thus 
the number of production workers multiplied by $3,665, multiplied again by the 
already established rate per employee (see remarks re col. 4 above) for any given 
area will represent what might be construed as a calculated equitable share 
(dollar value) of such contracts as might be due that area if an hypothetically 
equitable dollar value distribution might be made of defense contracts. 

Column 6: Figures representing actual contract awards placed in each State. 
These figures are taken from Munitions Board Report 3B for the period June 30, 
1950, through December 31, 1951. 

Column 7: Figures representing the percentage of contracts (dollar value) 
received in each State as related to the amount (dollar value) indicated to be 
probably equitable in each State according to the compilations outlined in 
column 5. 

These figures on the attached sheet are intended solely as a factual report on 
contract award placement and are based on information readily available to the 
general public. There are other factors which might be agreed upon as affecting 
these figures but accurate data on such figures are not readily available without 
the expenditure of a great deal of effort. 

An important consideration in the interpretation of these figures is to the 
effect that States with a low production rate per employee tend to have a low 
percentage of contract awards in relation to their hypothetical share, calculated 
as being equitable in this compilation. This would seem to be necessarily true 
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under a competitive procurement system as employed in Government buying 
An obvious conclusion would be that this was because a low production rate 
would mean higher production cost which would in turn indicate the need for a 
higher bid price. This consideration is important in any conclusions regarding 
the reasonableness of contract placement in any particular locality. 

An interesting aspect of these figures is the comparison between the dollar 
value of defense contracts received in some areas as related to the total value 
added by manufacture for the entire year of 1950. This comparison provokes 
the thought that some areas may be approaching the point of saturation and 
that this factor may become in due time a major contributor toward a more 
equitable distribution of contracts. 

It is also worth emphasizing that the locale of prime contracts is a deciding 
factor in the placement of some subcontracts, the tendency being to place these 
orders as closely as possible to the point of final production. ‘This is a natural 
action and it points the necessity for a wider distribution of prime contracts if 
small business in areas having a few prime contracts is to bé materially benefited 

This raises the question of the adaptability of the general type of facilities in 
a given area to produce items wanted for the defense program. Not many 
areas are equipped to produce tanks and planes and there are a great many 
other items for which most areas are not in a position to accept prime contracts 

Do not draw hasty conclusions after only a casual study of these statistics 
There are many extenuations involved which go deeply into the basic economic 
structure of the various States. There are many fundamental conditions which 
no amount of control over purchases will correct. It is suggested that in con 
sidering these data a constructive and fair approach be followed. 


A comparison of total contract awards with estimated production capacity in Neu 
England texrlile area and southeas‘ern tex'ile areas 


, juction rate " . 
Production rate Compated A cba 








share of contract 
otal - hr i ts 
Total pro \ alue Dollar contract awards Pusoant 
duction | added by , awarded received 
: valu Percent : , of share 
employ nanufac- June 30, June 30 
Area oe . vided ige of con “ , received 
ees, 1950 ture, 1950 } 1¥50, to 1950, to 
perem- national 
ployee veragt Dec. 31, Dec. 31, 
NO’ , a rag Qh) OF 
1950 1951 1951 
(2 (3 { 5 (6 
NEW ENGLAND Thousands Thousands Thousands 
of dollars of dollars of dollars 
Connecticut 302, 498 | 2, 123, 447 7. 020 92. 1 1,021,069 | 1, 953, 861 191 
Maine 95, 202 454, 278 4.772 62.6 218, 416 153, 768 70.4 
Massachusetts 560, 563 | 3, 659, 916 6. 527 85.6 | 1, 758,686 | 1,319, 176 75.0 
Rhode Island 115, 307 614, 636 5. 330 70.0 295, 820 247, 302 83. 
New Hampshire 71, 789 353, 710 4. 928 64.5 169, 704 106, 498 2.8 
Area... 1, 145, 359 7, 205, 887 6. 241 &R2. F 3, 463, 695 | 3, 780, 705 U6. 6 
SOUTHEAST 
Alabama 183,011 | 1,034, 23 5. 651 74.2 497, 659 243, 219 19.2 
Georgia 250,017 | 1,227,042 4. 909 67.0 613, 927 270, 849 44.1 
North Carolina f 1, 858, 230 5. O66 65.6 R81, 457 468, 164 52.9 
South Carolina 854, 925 4. 809 63. 1 411, 146 ISO, 270 43.6 
Tennessee 1, 172, 271 6. 167 SO. 9 568, 713 257, 946 45.5 
Area 1,168,972 6, 146, 69% 258 69.0 | 2,972,902 | 1, 420, 448 17.0 


Secretary Tosrn. The prosperity of the South cannot be attributed 
to Government business. ‘The prosperity of the South and of the 
whole country can be attributed to private business, to the consuming 
power of the average American. tn most of these factors, there are 
no statistics beyond 1948, 1949, and 1950, in some instances, so almost 
the complete record | am giving you would be for the period prior to 
Korea. 
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Senator FuLtsrient. What does that have to do with the Walsh- 
Healey Act? 

Does it have anything to do with it? 

Secretary Topnin. Yes, I think it plays a vital part. 

Senator Futsricur. What is that? 

Secretary Tost. If 1 can finish, Senator, | will then come to the 
application of it. 

Industrial employment in the South, industrial people holding jobs in manufae 
turing went up 58 percent from 1929 to 1950. It has gone up even further sine: 

In the period 1929 to 1947, the South gained 5,200 new business establishme 
It has 16.6 percent of the national total in 1929. It had 18 percent in 1947 

Again, I believe that its position has improved very substantially since 1947, 


The CHarrmMan. Of course, we started a little lower down, Mr. 
Secretary. 

Senator Futsricur. What has that to do with the Walsh-Healey 
Act, Mr. Secretary? 

Secretary Torin. It is my contention that we have avoided a de- 
pression in the postwar period, despite the fact that traditionally our 
country has had a major depression following every war, because of 
props that we have put under the economy that has put purchasing 
power in the hands of the consumers or produc ers of the country. 

This applies to farm loans and farm price supports; it ap yplies to 
minimum wages, it applies to the rights and the protections of workers 
to organize. 

Senator Ives. Mr. Secretary, I do not like to muddy the pretty 
picture you are making there, but it occurs to me if we did not have 
this defense production program going on at na present time, we 
would have quite a sizable recession at least, if not a depression, 
right at this moment. 

We all know some industries are having a little difficulty. Their 
spots are a little soft, right now. 

Secretary Topix. Take your soft goods. We have a recession 
right now, but what caused it? You had a 24-hour operation of a 
great many soft-goods plants over the Nation in the period im- 
mediately following Korea. 

You had a vicious circle in which first your wholesalers were at- 
tempting to stock up oes tiad they were told that we were going to 
have a terrific inflation. Your retailers stocked up. There was a 
made dash on the part of your consumers to store up shoes, soft goods, 
everything that they could lay their hands on, and as a result, con- 
sumer goods had been in terrific supply in the hands of the con- 
sumers of the country. 

There were terrifically high inventories at wholesale and retail 
levels. That is leveling off right now. I think you can find that the 
soft position that we have in consumer goods in the country can be 
attributed to the wild buying that we had for about 9 months follow- 
ing Korea. 

Senator Ives. | think it is probably partly due to that, but I have 
in mind particularly, the automobile industry. You probably are 
pretty familiar with that. 

Apparently there is a great deal of difficulty in se ling even the few 
new cars that are now being built. Dealers are also having a great 
deal of trouble selling used cars nowadays. Those are pretty cood 
indices of what the basic conditions are. 
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Secretary Tosin. Of course, the automobile industry had the three 
most fabulous years they had ever known in history—four fabulous 
years; 1947, 1948, 1949, 1950, and 1951. 

Nineteen hundred and fifty-one produced more cars because of the 
terrific production in the first two quarters. 

Senator Ives. All of which has a direct bearing on what I am 
talking about. 

Were it not for this defense activity which is going on, we would 
probably be in at least some kind of recession, because you cannot 
have fabulous years one way without having something like a recession 
the other way, eventually. 

Secretary Tonin. If we did not have the terrific defense spending 
if Korea had not occurred, there would not have been the terrific 
purchasing of raw materials and finished products at all levels in the 
economy, Wholesale, retail, and by the consumer. 

I think that any softening in consumer goods can be attributed to 
the terrific buying splurge of a 9-month period following Korea. 
Senator Ives. You are talking about soft goods primarily, are you 
not? 

Secretary Tosin. Soft goods and also 


Senator Ives. It could not have anything to do with the automobile 
industry? 


Secretary Tost. It did. 

There was a terrific demand; they were working day and night all 
over the country because they felt when Korea came, we were going 
into the same situation as we had in the war, where peak car produe tion 
was practically eliminated. 

Senator Ives. I think people buying automobiles were buying them 
because they needed them to replace cars that were a little bit worn 
or something of that kind, and not stocking up with them, as they were 
doing in the soft goods. 

Secretary Tosin. That was part of the story, but also there was 
the person who said, “If I wait until 1951 to buy my car, I may not 
be able to get one, so I will turn my car in a year ahead of time and then 
I will have a car that will last me 4 or 5 years,” and as a result, all 
the concerns had fabulous years in the last half of 1950. and for the 
first three quarters of 1951. 

Even automobiles that have been difficult to sell. 

Senator Ives. I know a little about the automobile industry and | 
have a strong idea of what the situation would be right now if it were 
not for this defense activity. 

They have had trouble converting to defense production but at the 
same time, there has not been the demand for their cars. 

Secretary Tonrn. There is no question there has been a decline in 
retail sales, but again, it is a decline from terrifically high peaks. 

Senator Ives. What I am trying to point out at this time is—I am 
not trying to dispute your basic argument. 

After all is said and done, I am in sympathy with it, but what I am 
trying to point out is, we cannot claim that the fact that we have not 
had a depression yet, or a very sizable recession yet, is due to the fact 
that we have the Walsh-Healey Act and some of these other acts 
which in themselves, are very beneficial. 
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Those have contributed to stability. Those are not the things that 
have kept us away from a recession or depression so far. There are 
other things. 

Secretary Tosin. There is unemployment-compensation insurance, 
there is old-age and survivors insurance. 

There is a Securities and Exchange Act to stop wild gambling on 
the stock exchanges and so forth. 

Senator Ives. But, the principle thing that has kept us going more 
than anything else is this growing production of defense materials. 

I mean that is the principle thing. That has filled a kind of 
vacuum that would have occurred. 

Secretary Torin. Yes, and it has drawn probably a half-million 
people from the farms of Americs 

Senator Ives. It is bound to. It cannot help it. 

Secretary Torin. The real soft spots in the Nation, as Senator 
Maybank has stated, has been in soft goods, textiles, and shoes. 

The unemployment areas of the country are practically confined to 
three industries: Shoes, textiles, and coal, and almost wherever you 
have a community in the country, in what we call a class-4 area and 
it is to be found in one of those three areas, almost without exception. 

A few places have been affected by transition from a consumer 
economy to a defense economy. Detroit is one of those, and Detroit, 
Mich., has come back with a terrific bounce in the last few months. 

Senator Futeriaut. I still do not understand what those state- 
ments have to do with the Walsh-Healey Act. 

Do you think the Walsh-Healey Act has made any contribution to 
what has gone on in the South? 

Secretary Toxin. I definitely do, Senator, because 1 think if you 
will read the same history, the congressional history or legislative 
history, rather, that you were reading a minute ago, you will find 
repeated references on the floor to bid brokers and vest-pocket dealers 

You are going to have the tendency under your amendment—the 
prevailing minimum will be found. 

Well, the business may go to the lowest wage-rate town in the 
country, and then to the lowest wage-rate industry in that town, if 
they employ more people than the other outfit. 

Whereas, we are going to freeze the high-wage industry where they 
cannot even reduce their wages in order to get into a competitive 
position, so if we are going to reverse our philosophy of the country 
in the next 20 years, by making it essential and necessary that people 
attempt to cut wages in order to compete for business, and if you have 
a law in which, as I have pointed out to you, is difficult of adminis- 
tration, if you are going to have people, I do not care where they come 
from, place a bid with the United States, and then shop that Govern- 
ment contract. in any part of the country where they can get the 
lowest possible wage rate, it will be most difficult. 

Assuming we find a community in which there is a 75-cent rate for 
a good many of the employees and the average throughout the 
country may be $1.25, a man who would bid that contract, could 
with perfect propriety, go into the lowest wage-rate community and 
sell that contract that he had won. 

I think by that means, you are depressing wage rates in the country 


and you are setting up a situation that can result in serious economic 
disturbances in the country. 
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Senator FuLBricur. Can he let that and sell it to someone, paying 
less than 75 cents? 

Secretary Tosrn. He could not below 75 cents. 

Senator Futsricur. | wish you would show how Walsh-Healey 
has made any contribution to your statement about the prosperity of 
the South. 

What was the significance of that statement with regard to Walsh- 
Healey? Do you have a great many Government contracts let in 
the South and Southeast? 

Secretary Topix. You have a tremendous number of contracts 
They are let all over the country. 

Senator FuLsrigur. | mean an unusual amount. | assume you 
meant to say that, if you are making it applicable to the South. 

Secretary Tonrn. No, | was only using Walsh-He aley in conjune- 
tion with the many other changes that have been made for the purpose 
of strengthening the economy. 

Senator FuLBRiGHT. | want to read one statement taken from the 
Secretary of Labor’s Annual Report for fiscal Year 1950, Appendix 
B: 

In fiscal 1950, for example, firms in the 11 States of the Southeast received 
only 7.25 percent of Walsh-Healey contracts by number; 4.6 percent by value 

That is from your Department’s statement. 

The next is from the United States Department of Commerce: 

Despite the fact that 21 percent of our total population resided in these States, 
and the firms located in these States were re:ponsible for 13 percent of total 
wages and salaries earned in this country, in the same year, the people in the 
firms of these States paid 13 percent of all Federal taxes. 

Il was not citing that on my own account, but I think it merely 
refutes any conclusion you seek to draw from the prosperity of the 
South because, obviously, they have had less than a normal amount 
of Government contracts relative to their population. 

| do not think vou should try to bring in the sectional business. | 
do not think this is a problem as between regions. 

There is this element between large cities and small cities, wherever 
they may be, north, south, east, or west. 

There are differentials. 

Secretar Torin. | would | to port out, probably im the same 
document ahaa is reference to nae amount that has gone into New 
England, which would likewise be trivial 

The bulk of the procurement done by the Militarv Establishment 

for hard goods and you are going to find that in the Middle West 
where you will find your coal and tron in close proximity, so that the 
bulk of your contracts. inevitably in a period of defense preparation 
such as this, is going to go into hard goods and the bulk of the con 
tracts are going to go into the areas that do produce hard goods, 
and that is pretty much the Middle West. 

Senator Fuiericgur. Then | think you will have to admit the 
Walsh-Healey Act had no particular effect upon those soialialioi that 
developed in the South, one wav or the other. 

Secretary Torin. Yes, Walsh-Healey is another one of the factors 
that makes the contribution toward the maintenance of decent wage 
standards in the country. 

As I pointed out to you, Senator, if Federal contracts are going to 
eo to the low wage manufacturers or dealers—mainly manufacturers 
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in the lowest wage rate areas of the country, you are going to have the 
condition that | described to you, a tendency to cut wages for the 
purpose of meeting this kind of competition. 

You will have eliminated the protection that is in the Walsh-Healey 
Act today. 

The Government of the United States is a big consumer and I think 
we should prove we mean something in this declared national policy, 
in the preamble to the Labor Relations Act, by doing something for 
only concerns that will pay the prevailing minimum rate throughout 
the Nation. 

Senator Moopy. Mr. Secretary, is it not true that the Walsh- 
Healey Act protects not only labor but also protects the manufae- 
turers who do pay minimum prevailing wages against those who do 
not by assuring that all contractors have an equal basis for bidding? 

Isn’t that the basis of the Walsh-Healey Act? 

Secretary Topix. Yes; and it is also to prevent Government con- 
tracts from going to unscrupulous bid brokers and so-called vest- 
poc ket dealers who have no business establishment of any kind. 

They will go ahead and they will bid a contract. They will have 
no factory. ‘They will be able to shop that under the propose d amend- 
ments to the lowest wage rate area in the country and to the company 
with the lowest wage rate. They can shop those contracts around. 

But, under the present posture of the act, and there has been some 
effort to deal with localities. Once I make a determination that a 
concern, as a result of violating the law, owes penalties and money and 
fines, they can appeal my ruling, but I think it has been a contributing 
factor to the stabilization of the economy; a contributing factor to 
seeing that our Government business goes to the prevailing minimum 
and that the average of the country, and it likewise is a protection 
to the employer who wants to pay reasonable minimum wages. 

Senator Moopy. Are you saying that by changing the definition of 
the word “locality” that you would be playing into the hands of people 
who want to farm contracts out at lower wages? 

Secretary Tostn. Definitely. 

[ think that if the language of “City, town, or village’ goes into the 
law, the operators who carry thei ‘ir business in their hat w ill be able to 
make bids and then go out and sell that contract to the lowest wage 
rate that they can find in the country. 

Senator Carenarr. If a contract was awarded to a vest-pocket 
supplier as you have indicated, and he subcontracts it, your regula- 
tions follow the subcontract, and the subcontractor must comply with 
all your regulations. 

Secretary Tonin. That is true, but under these amendments we no 
longer have a prevailing minimum for the whole country or the re- 
gions of the country so then as long as he would let that contract to 
a contractor who was meeting the provisions of these amendments, 
even though he had the lowest wage rate in the United States, that 
would be perfectly legal. 

Senator Caprnarr. The subcontractor is held responsible under 
the law the same as the prime contractor. 

Secretary Tosin. Along with the prime contractor. 

Senator CapeHart. The vest-pocket fellow subcontracts. The 
subcontractor is subject to the law, the same as the prime contractor. 
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Secretary Torrn. That is right. But he would be meeting the re- 
quirements of the law if there was a 75-cent wage determined to be 
the prevailing rate in that community and in that plant. 

Senator Capenart. All the subcontractor would have to do, of 
course, would be to follow your finding with respect to wages. 

Secretary Tosrn. That is right, but that subcontract, assuming the 
determination was $1.10 an hour—I would like to read you a few 
averages. 

The CHarrMAN. Senator Frear, did you want to ask a question 
first? 

Senator Frear. Does the Government qualify a vest-pocket bidder? 

Secretary Tonin. There would be nothing to prevent the vest- 
pocket bidder from being qualified. 

Senator Frear. Do you mean the defense department or any 
agency of the Government can award a bid to a person who is not 
qualified to manufacture or perform the services in the specification? 

Secretary Tosrin. If he can show that he could produce. 

Senator Frear. If he can show he could produce. Then you could 
qualify your award by saving that he is not going to hire 75-cent 
labor to replace $1.25 labor? 

Could you or could you not? 

Secretary Topin. Not under these amendments because the deter- 
mination has to be made in the city, town, or village. At the present, 
we have interpreted locality to mean 

Senator Frear. If a person did bid on this and it went to a 75-cent 
area, it would have to be done in that area. 

He could not take a 75-cent bid and do it some place else. It 
would have to be done in that area where you have specified the 
75 cents? 

Secretary Tosrn. To begin with, I pointed out that I cannot 
administer the law. 

[ pointed out before you came, Senator, here is a book showing the 
list of concerns in the country dealing in cotton textiles. 

Senator Frear. Personally, | am not interested in that part of the 
amendment. 

What I want to determine in my own mind is, does not the Govern- 
ment, in awarding bids, have any say over whether the successful low 
bidder has any qualifications to perform the contract? 

Secretary Tonin. Definitely. 

I would suppose the Defense Establishment would, but you can find 
efficient plants that pay extremely low wages in the country, and that 
is a contributing factor to depressine wage rates. 

I believe that this amendment will contribute toward the lowering 
of wage rates in the country, because in areas where there would be sub- 
stantial unemployment, people are desperate, they want to get back to 
work, and they will agree to substantial cuts in wages, which I think 
is contrary to the philosophy that we have been going through in recent 
years. 

Senator Ives. Maybe I agree with the philosophy. 

I am not debating that now, Mr. Secretary, but I am trying to deter- 
mine in my own mind, the simple answer to that question. You say, 
you cannot. 

You would have to give it to the 75-cent man, if he is the vest- 
pocket man. 
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You have no other way to determine it. 

Secretary Topix. Under the present law, we periodically make 
findings, after consulting with management and labor, on the pre- 
vailing Minimum wage in an industry, and then that is a stipulation. 

Say the Department of Defense is going to send out specifications 
for bids, and a part of the specifications will be the requirements that 
are in the Walsh-Healey law, setting forth the prevailing minimum 
wage which they will have to pay. 

The requirement that they will have to meet safety conditions 
required by State law in the State in which the bid ler is bidding. 

Now, we will be in a situation in which the prevailing minimum 
rate will be whatever is the prevailing minimum rate in the com- 
munity, and if there are two concerns in the town and one has a 
minimum rate of 80 cents and one has a minimum rate of 90 cents 
and the one having 80 cents has more employees than the one where 
there is 90 cents, that is the prevailing minimum rate in the town 
and the contract can legally be given to that individual. 

If many contracts go that way, then there would be the tendency 
over the country, to depress wage rates down to that level for the 
purpose of getting defense contracts. 

Therefore, I think it is the psychology that is different than we 
have been living under within recent years. 

Senator Frear. Under the present interpretation of the law, the 
present law, there is no room for the vest-pocket bidder. 

Secretary Topix. There is not, because there the bidder, the bidder 
all over the country or in an area in four different industries, would 
have to pay that minimum wage to those engaged in work on that 
Government contract. 

Senator FuLBricutr. On that point, section | (a) reads: 
hat the contractor is the manufacturer of, or a regular dealer, in materials 
supplies, articles of equipment. 

Senator Frear. | think he answered the question 

Senator FuLspricgut. However, my amendment does not change 
that provision, which requires a contractor to certify that he is a 
regular dealer or manufacturer. 

Mr. Secretary, if we provided that you could require that any 
bidder could certify that he would not shop out his bid, would that 
cure your objection? 

Secretary Toprn. No; it would not, Senator, because we are getting 
completely away from the national policy in the present arm of the 
National Labor Relations Act. 

Senator FuLtspricut. Mr. Secretary, | think this may be our differ- 
ence, 

Your philosophy is a general philosophy, but the requirement in the 
language of the Walsh-Healey Act, I think, is very clear. 

If it is to be changed, we are to have a national, standard minimum 
wage applying to the whole industry. Do you not think the Congress 
should do that, rather than for you to do it by administration action? 

Secretary Toxin. I think the Congress has done it. 

I think the purpose of the act was to establish a prevailing minimum 
wage. Now, the question of locality could have been appealed to the 
courts and that could have been determined. 

| believe that whenever | determined that penalties should be 
exacted against a concern, then that concern, if it doubts the legality 











2496 DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


of the premise upon which I made them, could raise the legal issue 
as to the locality. 

Senator FuLsricur. Your lawyer does not seem to agree with that. 

Senator ScHorpPe.. I understand that under unanimous consent, 
we have a calendar call that starts at 12 o’clock. 

[ happen to be on a committee, and I must be over there. 

| would like to ask this, by way of information. 

It is the intention of the chairman, or members of the committee 
to continue this session this afternoon at a specific time? 

The CHatrmMan. I should think so. 

I understood Senator Dirksen has a meeting later on this week, if 
I am not mistaken, and I had intended with the consent of the com- 
mittee, of course, to recess, probably from 12:30 to 2:30. We can 
get a room in the Capitol. 

Mr. Clerk, will vou see if you can get a room in the Capitol? 

Is there any objection to that? 

Senator ScHOEPPEL. | am mterested in some of these amendments 
that Senator Dirksen has, as well as Senator Fulbright’s amendment, 
and Senator Bricker’s amendment, but | am compelled to be over 
there on this calendar call. 

The CHarrMan. Without objection, the committe will recess from 
12:30 to 2:30 and the elerk will be instructed to get a room in the 
Capitol, if that can be arranged. 

Do you want to ask a question? 

Senator ScHOEPPEL. No. 

Senator Futpricutr. I wanted the Senator, particularly to hear 
some of the discussions on the other amendment relating to the 
standard articles. 

Senator Scnoorepre.. | am very much interested in the amendment 
of the Senator from Arkansas. 

Senator Futsricur. | would like to proceed on this matter of 
standard materiats 

I think the secretary's interpretation is directly contrary to what 
the legislative history showed was the intention of Congress in passing 
the law, and, in fact, contrary to the law itself. 

This is from the Congressional Record: 

Mr. THompson. Will the gentleman inform us whether the provisions of section 
9 would apply to standard materials such as bolts, neils, wire, and the like? 

Mr. Heauey. It is my understanding it would not apply to articles of that kind 


Mr. W ADSWORTH. * ' It applies to all persons who engage in contracts 
to supply articles, materials, or devices, or what not, for the Government. Let us 
look around the Chamber. The carpet on the floor is supplied by contract 


The brass tacks around the backs of these seats, the brass edges along the steps, 
the linoleum on the floor of the steps, the leather in the seats, the woodwork of 
the furniture, the tabies, the ink in the pen of the reporter who takes down these 
remarks, the paper upon which the bills of the House are printed, the paper 
which is used by the reporters in taking down the debates, the marble along that 


balustrade, evervthing vour eve sees in this room, practically speaking, is typical 
of what is furnished to the Government by contract. This bill affects every 
industry 


Mr. Wapswortu. 

Let us now go into an Army post and see the ramifications of the bill. Every 
pair of soldier shoes is made under Government contract, every pair of breeches, 
every tunic, every button on the clothes of the men, every campaign hat, every 
cap, every piece of leather, every saddle, every harness, the whole heating plant 
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“of the post, the whole telephone system of the post, are furnished under Govern- 


ment contract, 
* * * + * * *x 

Mr. Water. I hope the gentleman will not misrepresent the matter. 

Mr. Wapswortu. I am not misrepresenting the matter. The things I am 
referring to are not usually purchasable on the open market. 

Mr. Water. Oh, yes; they are. 

Mr. WapsworrtnH. Army shoes are not purchasable on the open market. They 
are specialties. Neither are the uniforms, the buttons, the hats, caps, saddles, 
or harness; not one of them. You cannot buy a heating plant on the open market. 
You cannot buy a telephone system for an Army post on the open market. You 
cannot buy a fire-alarm system on the open market. ‘They are all subject to 
particular specification, and being subject to specification, they fall under this code. 

4 * * * * * * 

Mr. Center. * * * 

Mr. Chairman, I listened with a great deal of interest to what the gentleman 
from New York had to say concerning section 9, and I must take emphatic excep- 
tion to what he said concerning the various articles and equipment that he 
mentioned. The gentleman wants us to believe that the ink and the paper and 
the linoleum and the seats and the seat tacks and what not in this very Chamber 
would have to come under the provisions of the earlier portions of the bill, and 
that there would be the limitations and conditions exacted on those purchases 
as would be exacted on the purchase of uniforms and articles that go into the 
equipment of battleships. 

If I read section 9 aright, and particularly the beginning thereof, I read that 
the very articles that the gentlemar? mentions could and would be purchased in 
the open market as anyone would purchase them, and that the Government 
would have the right to buy the tacks and the ink and the paper just exactly as 
you or I would buy them, because I read the language as follows: 

“This Act shall not apply to purchases of such materials, supplies, articles, or 
equipment as may usually be bought in the open market.”’ 

These commonplace articles are bought in the open market. The Government 
would continue to buy them in the open market in open competition. 

Mr. McReynolds and Mr. Wadsworth rose. 

Mr. Wapswortn. Read on. 

Mr. Ce.Ler. Certainly. The rest of the section says, ‘‘Unless specially 
manufactured to conform to particular specification.’’ The articles mentioned are 
not such. The hearing indicated in no uncertain way exactly what I have indi- 
cated and has given my interpretation of how these goods may be purchased; 
and I say, with all due deference to the gentleman from New York, he is woefully 
In error, 

Mr. McRerynoups. Mr. Chairman, will the gentleman yield? 

Mr. Ceixier. I yield. 

Mr. McReynoups. Referring to that section, the language is: 

‘This Act shall not apply to purchases of such materials, supplies, articles, or 
equipment as may usually be bought in the open market unless specially manu- 
factured to conform to particular specifications.” 

Let me ask the gentleman this question: In the first part of the bill you limit 
the measure to purchase of $10,000 or more, and under this language you intimate 
that it would apply to specially manufactured articles costing much less than 
$10,000. If this is different from the gentleman’s construction of the language 
why not leave out the words ‘unless specially manufactured to conform to par- 
ticular specifications’? 

Mr. Cetter. We must read the bill in its entirety, and you cannot lift one or 
two phrases out of the context without reference to the bill in its entirety. 

Mr. McReynouips. What objection would the gentleman have to leaving that 
out? 

Mr. CetLter. You would destroy the symmetry of the bill if vou took out those 
provisions. The committee has given infinite care to the wording of this bill, and 
it is hoped that such changes will not be attempted. 


In other words, that clearly shows that they went to great pains to 
exempt standard articles. 

They took out that phrase, in order to be doubly sure, standard 
articles, even made on contracts from the Government of less than 
$10,000, would be exempted from the operation of this bill. 
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Now I do not think there is any question there, any more than there 
was in the other one, as to what the intent of the Congress was, with 
respect to all standard items, tacks and nails and ordinary shoes—not 
specially made shoes—anything anybody can buy as standard articles, 
would not be covered by this bill. 

As I understand it, the Labor Department interpreted that in this 
way, that anything the Government usually buys, on bids, no matter 
what the character of the article, is covered, which I think is directly 
contrary to the intent of the Congress. 

If the § Secretary thinks he can’t administer it, I think he ought to 
ask for a change in the law. 

What do you have to say to that? Isn’t that about the correct 
situation, Mr. Secretary? 

Secretary Topin. Let me read some language in the law. First, 
the title of the Walsh-Healey Act states that its purpose is to provide 
conditions for the purchase of supplies. 

Senator Futsricur. The title does not overrule the specific terms 
of the act. You know that, do you not? 

Secretary Tosin. The title of the Walsh-Healy Act states its pur- 
pose to provide conditions for the purchase of supplies. Supplies 
have been defined by the Attorney General as “‘materials or articles 
as may usually be bought in the open market. 

Then there is a further provision in section 1 (a) that the con- 
tractor must— 
be a manufacturer of or a regular dealer in the materials, supplies, articles, or equip- 
ment to be manufactured or used in the performance of the contract. 

It seems that you are required to go behind to determine where the 
supplies did come from. 

Senator FuLBricur. In section 9, it says: 

This Act shall not apply to purchases of such matcrials and supplies, articles 
or equipment as may usually be bought in the open market. 

T don’t know how you can make it any clearer than that. 

Senator ScHorpPEL. | might say to the distinguished Senator from 
Arkansas, that has caused a lot of difficulty all over the country. 

Senator FULBRIGHT. alone 50 percent of the contracts are for this 
kind of material, as the Secretary said. 

It seems to me if it is interpreted that way, they should submit 
an amendment to the bill for Congress to approve, saying that you 
can apply this to any kind of material, regardless of what the char- 
acter is, as long as the Government buys on a bid basis. 

Secretary Tosi. Of course, you know any purchases of that type 
or character up to the sum of $10,000 can be bought in the open 
market. It could be that they had that in mind. $10,000 would buy 
a lot of bolts and nails. 

Senator Futsrieut. I do not think that follows because if it is 
under $10,000, even if it is something specially made it does not 
apply. It has to be $10,000 or above to come under the bill regardless. 
Even if it was a contract for machine guns, it does not apply, if under 
$10,000. That has no significance on this point. The distinction is, 
if it is above $10,000. If it is a standard article, it isexempt. If it isa 
special article like a machine gun, then it applies. 

That seems to me to be the very ordinary sense of that language. 
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Secretary Tosrn. You have this language in the law that seems to 
require that contractors over $10,000 should go behind just the 
standard article when it says—Congress did write a specific require- 
ment-in the act that the contractor must be a manufacturer of, or a 
regular dealer in the materials, supplies, articles or equipment to be 
manufactured or used in the performance of the contract. 

Senator Futsricutr. That was an attempt to exclude these fly-by- 
night people whom vou say take advantage of the law. The purpose 
of that section was to handle the fellow who comes in with no back- 
ground, no plant or manufacturing facilities, and he could not come 
and make a bid and then shop it around. I think a reasonable inter- 
pretation of that gives you authority to prevent any fly-by-night 
operators. That was the purpose of that. It had nothing to do with 
the essential character of the article. 

(The following was later received with reference to the above:) 


SUPPLEMENTAL STATEMENT OF Maurice J. ToBIN, SECRETARY OF LABOR 


In the course of my testimony on May 12, 1952, with respect to the proposed 
Fulbright amendments to the Walsh-Healey Public Contracts Act, I was asked 
for my comments on the views urged by Senator Fulbright that the Department 
of Labor’s interpretation of the ‘‘open market’’ exemption in section 9 of the act 
is contrary to the statutory language and to the congressional intent. The 
Senator expressed the opinion that his second proposed amendment would merely 
carry out the original intent of Congress. 

It will be recalled tha: section 9 exempts “‘purchases of such materials, supplies 
articles, or equipment as may usually be bought in the open market.’ This 
languages is susceptible to two possible interpretations. Senator Fulbright urges 
that it exempts all purchases by the Government of items of standard type 
which are available in the open market for purchase by anyone. The other 
interpretation, which has been followed in the administration of the act from the 
very beginning, is that the exemption is limited to such items as may usually be 
bought in the open market by the Government. In other words, the exemption 
includes only those purchases which Government agencies are authorized by stat- 
ute to make in the open market, without the necessity of advertising for bids. 

With all due deference to Senator Fulbright’s views, I believe that the interpre- 
tation of the “open market’’ exemption adopted by the Department of Labor is 
in full accord with the language of the statute, its legislative history, and the 
announced purposes for its enactment. Within a few months after the Walsh- 
Healey Act was passed in 1936, the Solicitor of Labor made a thorough study of 
this very problem, and in a carefully reasoned memorandum, dated August 14, 
1936, he advised the Secretary of Labor that section 9 exempts only those con- 
tracts for materials, supplies, articles, or equipment which may be executed with- 
out advertising for bids. I am attaching a copy of his memorandum and request 
that it be made a part of this statement. Upon the basis of the Solicitor’s memo- 
randum and the reasons stated in it, the Secretary adopted that interpretation of 
the “open market’’ exemption which has been consistently followed for 16 years 
in the administration of the act. 

Furthermore, the House Committee on Appropriations, in reporting the appro- 
priation bill for the Department of Labor for fiscal 1938, took notice of the Solici- 
tor’s opinion. It expressed the desire that a ruling of the Comptroller General be 
secured on the “open market”? exemption before any of the appropriated moneys 
were expended (H. Rept. 433, 75th Cong., Ist sess., p.25). Accordingly, the chair- 
man, the subcommittee of the Committee on Appropriations, requested such a 
ruling, and in an opinion dated March 24, 1937, the Acting Comptroller General 
agreed with the conelusion reached by the Solicitor of Labor. In doing so the 
Acting Comptroller General stated that the contrary interpretation, the one here 
urged by Senator Fulbright, ‘‘would appear in practical effect to defeat the 
apparent purpose of the act” and “would so restrict its operation as practically to 
nullify its other provisions.”’ A copy of the Acting Comptroller General’s opinion 
is attached and it is requested that it be made part of this statement. 

I believe that under all of the circumstances surrounding the interpretation cf 
the “open market”’ exemption, the Department of Labor has had every reason to 
assume that Congress has concurred in the Department’s interpretation. As | 
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have just pointed out, a ruling on the matter was obtained from the Acting 
Comptroller General at the suggestion of the House Appropriations Committee. 
The Appropriations Committee of the House was fully aware of the fact that a 
very substantial proportion of the number of Government contracts covered by 
the act under the Department’s interpretation would be excluded under the other 
possible interpretation, the one now urged by Senator Fulbright. (See H. Rept. 
133, 75th Cong., Ist sess., p. 25.) Subsequent, however, to that ruling which 
supported the interpretation adopted by the Department, appropriations year 
after year have been made by Congress for enforcement of the Walsh-Healey Act 
with no indication that it disapproved the interpretation. 

Congress expressed its further approval of the Department’s interpretation of 
the ‘open market”’ exemption when it enacted several war procurement statutes. 
These laws authorized war agencies to negotiate war contracts and dispense with 
the usual requirements of advertising for bids. In doing so, however, Congress 
provided that such contracts shall not be exempt from the provisions of the 
Walsh-Healey Act ‘‘sclely because of being entered into without advertising’’ 
(54 Stat. 712; 54 Stat. 884; 54 Stat. 676; see also 20 Comp. Gen. 931). Further, 
in enacting the Armed Services Procurement Act of 1947, Congress added a 
similar provision (62 Stat. 24). 

The fact that Congress added this proviso to these procurement statutes has a 
direct bearing on the interpretation of section 9. If Congress agreed with the 
interpretation advanced by Senator Fulbright, it would not have found it necessary 
to provide that contracts which it authorized to be negotiated were nevertheless to 
be subject to the Walsh-Healey Act. Under the Senator’s interpretation, no 
distinction would be made between contracts on the basis of whether or not they 
were let after advertising; the application of the act would depend on whether the 
articles produced were of standard type. The congressional action in enacting the 
saving clauses becomes meaningful only if the “open market’’ exemption in section 
4 of the act is viewed as referring to purchases which Government agencies are 
authorized to make in the open market without advertising for bids. Thus, these 
statutes and their legislative history clearly show a recognition and aflirmance by 
the Congress of the meaning given to the “open market’? exemption by the 
Secretary of Labor (86 Congressional Record 7924). 

In support for his interpretation of the “open market’’ exemption, Senator 
Fulbright during the course of my testimony cited certain colloquies which 
occurred on the floor of the House during the original debates on the Walsh- 
Healey Act. These colloquies indicated that some Members were concerned 
with the effect of the act on Government purchases of standard-type items 
After reviewing these remarks in their context, however, I cannot agree with the 
suggestion that the legislative history demonstrates a congressional intent in 
accord with the interpretation urged by Senator Fulbright. The contrary 
interpretation was clearly indicated by Mr. Citron, of Connecticut, a member of 
the Judiciary Committee which had considered the bill. Mr. Citron, who spoke 
at length on the various provisions of the bill, indicated that it was intended to 
apply to contracts awarded after advertising for bids and that ‘‘open market”’ 
purchases were not made in such manner. (For the convenience of the committee, 
I am attaching pertinent excerpts from his remarks and request that they be made 
part of this statement.) Other statements made during the debates also support 
this view. 

I am convinced that if the broader interpretation of the ‘‘open market’ 
exemption were adopted, as incorporated in the second Fulbright amendment, 
one of the major objectives of the act would be largely defeated. The legislative 
history of the act indicates that it was aimed at protecting bona fide regular 
dealers and manufacturers from the unfair competition of ‘‘fly-by-night bid 
brokers’ and ‘‘vest-pocket dealers’? in the field of Government contracts. (See 
80 Congressional Record 10002, 10005, 10008, 10010, 10019.) With this situation 
in mind, Congress wrote a specific requirement into section 1 (a) of the act that 


the contractor with the Government must be ‘‘a manufacturer of or a regular 


dealer in the materials, supplies, articles, or equipment to be manufactured or 
used in the performance of the contract.’” The proposed amendment would 
exempt from this requirement, as well as all other sections of the act, all contracts 
for standard-type articles—the very type of articles which are sold by the 
legitimate ‘‘regular dealer.”” This anomalous result, which would also have 
resulted from the interpretation of the proposed ‘open market’’ exemption urged 
by Senator Fulbright, was one of the major considerations in the original adop- 
tion of the Department of Labor’s interpretation. (See the Solicitor’s opinion, 
p. 3, and the Acting Comptroller General's opinion.) 
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Thus, I believe that the Department of Labor’s ‘‘open market”’ interpretation 
is not only fully supported by the purposes and language of the act but that the 
other possible interpretation would defeat one of the act’s prime objectives. 
The Department’s position, which has been enforced since the very inception 
of the act, has proved its soundness during the 16 years of its administration 
and has proved equitable both with respect to employers and emplovees. Further, 
if the Department of Labor proceeds against a contractor who believes that his 
contract with the Government is exempted by the ‘‘open market’ provisions of 
section 9, the decisions of the courts give strong reason to believe that the con- 
tractor would have adequate opportunity to obtain court review of the Depart- 
ment’s interpretation. (See, in this connection, (7. S. v. B. & W. Sportswear, 
53 F. Supp. 785: U. S. v. Craddock-T: rry Shoe Corp., 178 F. 2d 256: U. S. v. 
Lovknit, 189 F. 2d 454; U. S. v. Hudgens-Dize Co., 83 F. Supp. 893; UU’. S. v. 
Ozmer, 181 F. 2d 508; U. S. v. Sweet Briar Inc., 92 F. Supp. 777; U. S. v. Smoler 
Bros., 187 F. 2d 29. 

[ will not comment in this supplemental statement on the other two Fulbright 
amendments to the Walsh-Healey Act. During my original testimony, it was 
explained how the “locality”’ and ‘‘procedure’”’ amendments, as well as the ‘“‘open- 
market”? amendment, would greatly weaken the protection which the act provides 
both for employees and for employers. I do not believe that anything was 
brought out at that time which requires amplification regarding the other two 
amendments. However, if the committee should desire anv additional informa- 
tion regarding any of the amendments, I shall of course be happy to furnish it. 


OPINION OF THE SoOuicrror or LABOR 


MEMORANDUM TO THE SECRETARY OF LABOR 


My Dear Mapam Secretary: You have asked for my views of the construction 
to be placed upon section 9 of the Walsh-Healey Act (Public No. 846, 74th Cong. 
which states that the act ‘‘shall not apply to purchases of such materials, supplies, 
articles, or equipment as may usually be bought in the open market.’”’ Your 
inquiry raises the issue of whether this exemption turns on the type of article 
involved or on the nature of the contract for their purchases. 

It is my opinion that only those contracts for materials, supplies, articles or 
equipment which may be executed without advertisement for proposals are 
exempted by this section. In other words, it is believed that the exemption 
turns on the character of the contract for purchase. This construction of the 
clause in question is apparent from an examination of previous legislation referring 
to open market purchases and accords with the construction placed on the general 
purchase statutes. 

The phrases ‘‘open purchase”’ and ‘‘purchase in open market’’ appear in two 
earlier statutes, one of which regulates the general purchases by Government 
agencies, the other providing for an 8-hour day on work done under certain 
Government contracts. The former of these two phrases was first employed in 
the general purchase acts. In 1809 a statute was enacted regulating the expendi- 
tures of several departments (2 U.S. Stat. ch. 28). Section 5 of this law provided 
in part that: ‘““* * * all purchases and contracts for supplies or services * * * 
shall be made either by open purchase, or by previously advertising for proposals 
respecting the same.’’ 

In construing the phrase ‘‘open purchase” the Attorney General stated: 

‘‘An open purchase of any article is effected when the same is bought publicly 
in the ordinary mode of purchase between individuals and at the place where 
goods of like description are usually sold” (2 Op. Atty. Gen. 257). 

He then construed the statute as follows: 

“Conforming to the policy of the act, all such services or supplies as were to 
be rendered or furnished at a future day, were to be contracted for “‘by previously 
advertising for proposals respecting the same”’; but as the exigencies of the Govern- 
ment * * * wonld often require the immediate delivery of articles wanted 
for the nublie use, these were to be obtained by ‘open purchase’ ”’ (2 Op. Atty. 
Gen. 25°), 

This defin'tion of the phrase “oven purchase’? was approved subsequently in 
6 Op. Gen. 99, where the phrase “purchase in open market’’ was construed to 
mean the same thing. 
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The influence of the above-quoted language is observed in a later general pur- 
chase statute (12 Stat. 220) and in the law now in force (36 Stat. 861; U.S. C., 
title 41, see. 5), which reads, in part, as follows: 

‘‘All purchases and contracts for supplies * * * shall be made by advertis- 
ing a sufficient time previously for proposals * * * when the public exigencies 
do not require the immediate delivery of the articles * * *. Whenimmediate 
delivery is required by the public exigency the articles * * * may be pro- 
cured by open purchase or contract, at the places and in the manner in which such 
articles are usually bought and sold * * * between individuals.”’ 

The phrase ‘‘purchase in open market” appears in section 2 of the 8-hour law 
which reads, in part, as follows: 

“That nothing in this Act shall apply to contracts for transportation by land 
or water, or for the transmission of intelligence, or for the purchase of supplies 
by the Government, whether manufactured to conform to particular specifica- 
tions or not, or for such materials or articles as may usually be bought in open 
market, except armor and armor plate, whether made to conform to particular 
specifications or not, or to the construction or reoair of levees or revetiments 
necessary for protection against floods or overflows on the navigable waters of 
the United States” (37 Stats. 1387-138, U.S. C., title 40, see. 329). 

The open market clause in this statute was construed to exempt from the 
8-hour provisions all contracts for the purchase of goods belonging to classes of 
commodities which could usually be bought from standard stocks, whether or 
not the articles purchased were manufactured to conform to particular specifica- 
tions. 

There are several reasons why the open market clause in section 9 of the Walsh- 
Healey Act should be construed substantially as the phrase open purchase in the 
general purchase statute has been interpreted, rather than in the sense of the 
corresponding clause in the 8-hour law. This preferred construction is sup- 
ported in several parts of the act and in its legislative historv. Thus section 
9, after the “open market”’ exemption, goes on to exclude from the operation of 
the act certain “‘perishables, including dairy, livestock, and nursery products,’’ 
and ‘‘agricultural or farm products processed for first sale by the original pro- 
ducers.”” Such commodities specifically named can be bought by everyone as 
standard products from stores and ordinary stocks in the open market. Hence, 
if the general open market clause with which section 9 begins were construed to 
mean chattels belonzing to those classes of commodities which anvone can buy 
from standard stocks in the ordinary course of business ‘‘the construction given 
to the phrase in the S-hour law,” this s»ecifie mention of the purchase of itemized 
products which are available to anvone in the open market as exempt from the 
provisions of the act would be redundant and meaningless 

Internal evidence in the act itself makes it clear that the ‘open market’’ clause 
in section 9 Was not intended to be read as a general exemption of all goods which 
are ordinarily sold to the publie as well as to the Government. In section 1 (a 
of the act is the requirement that the contractor with the Government must be 
either a Manufacturer of or “‘a regular dealer in’? the materials, supplies, articles, 
or equipment which are the subject matter of the purchase. The term “regular 
dealer” implies, of course, that the contractor with the Government who is not a 
manufacturer of the articles and goods in question, at least keeps them available 
in stores and warehouses as ordinary and continuing stock merchandise. If the 
“open market”? clause in section 9 were interpreted as referring to those goods 
which are ordinarily procurable by everyone in the normal course of business 
from regular stocks in the open market, then there would be no point in stipu- 
lating that the contractor with the Government, if he is not a manufacturer of 
the goods in question, must be a ‘‘regular dealer’ in them. For then he would 
be dealing in goods which, by hypothesis, were ordinarily procurable in the open 
market by everyone and his operations would thus be automatically excluded 
from the terms of the act by application of the open market exemption in section 9. 

But Congress could not have intended such a contradictory result as this. 
Obviously it meant that the contractor with the Government, if not a manufac- 
turer, Must be a “regular dealer’ in the articles and goods involved and that 
contracts with the Government by such ‘regular dealer’? should be allowed and 
vet be subject to the labor conditions of the act. And since the interpretation 
indicating that the clause referred to goods ordinarily procurable in the open 
market would defeat the obvious intention of Congress, the clause in question 
must be interpreted to exempt only purchases of goods, contracts for which may 
be executed without advertisement for proposals pursuant to the general purchase 
statute. 
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The Walsh-Healey Act contains further internal evidence that the phrase 
“open market”’ is used in the sense of the general purchase statute. One of the 
sanctions for the enforcement of the act appears in section 2, to become effective 
in case of a violation of the labor provisions by the contractor, as follows: ‘‘and, 
in addition, the agency of the United States entering into such contract shall have 
the right to cancel the same and to make open market purchases or enter into 
other contracts for the completion of the original contract, charging any addi- 
tional cost to the original contractor.’’ 

It is apparent that such ‘“‘open market”? purchase is one permitted in case of a 
public exigency, the immediate need of the goods after a breach of the labor pro- 
visions by the original contractor. This use of the phrase, so similar to its usage 
in the general purchase statute, is emphasized by the alternative course of action 
after such breach of letting a new contract if the public exigency of immediate 
need is absent. 

An additional inference derived from the legislative history of the statute points 
to the conclusion that Congress in the Walsh-Healey Act intended to use the 


phrase “‘open market”’ in the sense of the general purchase statute. When it was 
reported out of committee the clause under discussion in section 9 appeared as 


follows: 
“This act shall not apply to purchases of such materials, supplies, articles, or 
equipment as may usually be bought in the open market unless specially manu- 
factured to conform to particular specifications.” 
" This draft was amended on June 18, 1936, at the suggestion of Congressman 
McReynolds by deleting the ttalicized words. His reason for the amendment, 
as set forth in the Congressional Record of that date is apparently to clarify the 
act by avoiding the construction that the labor provisions would apply to pur- 
chases of articles in amounts of less than $10,000, manufactured according to 
specifications, even if they fell within the terms of the general purchase statute. 
On page 10092, after referring to and quoting the above passage as reported out, 
he remarked: 
‘*Let me ask the gentleman this question: In the first part of the bill vou limit 
the measure to purchases of $10,000 or more, and under this language you inti- 
mate that it would apply to specially manufactured articles costing much less 
than $10,000. If this is different from the gentleman’s construction of the 
language, why not leave out the words ‘unless specially manufactured to conform 
to particular specification’?”’ 
And again on page 10102, Mr. McReynolds said in connection with the same 
amendment: 
“The purpose of this amendment is more for clarification than anything else.” 
Mr. McReynolds apparently feared that if the deleted words remain in 
section 9 the Government would be prevented from purchasing in the open market 
without regard to the labor provisions of the act, small amounts of articles for 
which immediate need arose because of some public exigency. Hence, his amend- 
ment can be explained by his argument on the floor only as a clarification to insure 
the Government’s right to acquire by open purchase under the general purchase 
statute and without advertisement for proposals small amounts of certain articles 
for which immediate need arises in the routine business of Government. In other 
words, Mr. McReynolds intended by his amendment to render the first clause of 
section 9 as much like the open market provisions of the general purchase statute 
as possible. 
More ver, applicati m of the general principles of statutory construction leads 
to asimilar interpretation of the clause in question. 
Presumably Congress meant to effect rather broad provisions in favor of 
eliminating undesirable labor practices on public contracts. Discussion of the bill 
and the committee reports reveal Congress’ intention to correct certain evils by 
requiring specified standards of pay, hours, and conditions of work to be observed 
by the manufacturers of all goods sold to the Government in certain amounts. 
Practically all of such goods belong to classes of articles sold in the open market 
and even where the contracting agencies impose particular specifications, over 
50 percent of such goods would still be available as standard products in ordinary 
stocks in the open market. 
If the interpretation of the phrase ‘‘purchases in open market’’ as it was used in 
the 8-hour law were adopted, the Walsh-Healey Act would be effectively nulified 
by construction. No such effect followed the interpretation of the 8-hour law 
itself, since that statute was obviously passed to cover contracts for buildings and 
construetion instead of contracts for the purchase of chattels, except in a very 
limited number of instances. Moreover, if the open market clause in section 9 
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were construed to exempt only purchases of goods which could be procured in the 
open market, even when they conformed to particular specifications imposed by 
the contracting agencies, well over half of the goods purchased by the Govern- 
ment would fall outside the provisions of the act. 

That the act was intended to apply not only to commodities peculiar to Govern- 
ment use, but also to classes of goods and articles which the public as well as the 
Government buys, is amply revealed in the Congressional Record of June 18, 1936, 
by Congressman Healey’s inclusion within the act of such every-day articles as 
shoes and clothing. On page 10094, he said, in part: 

“There was some reference made to the shoes and the clothing that the soldiers 
and the CCC boys wear, which the Government buys in such large quantities. 
Let me just read to you from the hearings the testimony of Col. Clifford L. Corbin, 
of the Office of the Quartermaster General, in reference to shoes: 

“ “Mr. Heatey. You would want to make stipulations in the contract establish- 
ing decent hours in carrying out Government contracts? 

**Colonel CorBin. Yes, sir. This was a shoe contract I referred to. 

“Mr. Heavey. A contract for the purchase of shoes. 

***Colonel CorBin, Yes, sir; a contract for 750,000 pairs of shoes for the 
Civilian Conservation Corps. All of it went to one man, who bid lower due to 
the fact that he had poorer working conditions than the trade in general. The 
situation is such that the other shoe manufacturers are becoming discouraged in 
bidding on a Government contract for shoes. The price differential was only 
about 2 or 3 cents per pair. 

““*Mr. Heauey. The practical result was the establishment of a monopoly in 
the making of shoes in this particular firm. They secured a monopoly of the 
Government shoe business. 

“Colonel Corsin. Yes, sir; it prevents competition. Now, the serious point 
is that shoes constitute a very important article in time of emergency or in time 
of war, and it is important to have a number of large firms who have experience in 
army-shoe contracts.’ 

‘‘Under the existing law, in this particular case, one firm which works its em- 
ployees longer and pays less has a virtual monopoly in the supplying of shoes to 
the United States Government. I want to say to the gentleman (Mr. Wadsworth) 
that only last week in Cleveland his convention went on record for a minimum 
wage within the Constitution, and his candidate for President, dissatisfied with 
that platform, went to the extremity of pledging himself for a minimum wage by 
vay of a constitutional amendment, if that were necessary. 

“We can legitimately and constitutionally provide in our own Government con- 
tracts for decent working conditions, which every forward-looking man and 
woman believes should be established under present economic conditions. We 
have the right, under the decisions which have been rendered, to require that these 
conditions be lived up to in our public contracts.” 

Where the intention of Congress is so clearly stated and can be carried out only 
by adopting one of two or more possible constructions of its language in a statute, 
that construction which effects its obvious purpose should be chosen over one which 
defeats its intention. Hence it seems clear that the open-market clause in section 
9 should be interpreted to mean permissible purchases under the general purchase 
statute. 

It is likelv, however, that the interpretation applied to the open-market exemp- 
tion in the 8-hour law may be pressed from many quarters as controlling in the 
Walsh-Healey Act. A recent bulletin issued by the National Association of 
Manufacturers states that the application of the open-market exemption in sec- 
tion 9 is not controlled by the form of the Government contract in a particular 
case but rather by the character of the goods themselves. According to this bulle- 
tin, even though the goods in question are to be made to conform to particular 
specifications, if thev belong to the general class of goods usually sold in the open 
market, they will fall within the exemption. This is exactly the same interpreta- 
tion which was given to the open-market clause in section 2 of the 8-hour law. 

The 8-hour law in its present form was enacted in 1912 for the purpose of re- 
quiring an 8-hour day for workmen on certain buildings, construction, and manu- 
facturing done for the Government. The relevant part of the second section, 
which is quoted more completely above, reads as follows: 

“That nothing in this act shall apply to contracts * * * for such mate- 
rials or articles as may usually be bought in open market * * * whether 
made to conform to particular specifications or not” (37 Stat. 137-138; U.S. C., 
Ti. 40, sec. 324-325). 

This clause was construed to exempt from the 8-hour provisions all contracts 
for the purchase of articles belonging to those general classes of standard com- 
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modities which are usually purchasable from stock by every one in the ordinary 
course of business, whether or not the particular articles contracted for could be 
so procured in view of peculiar specifications in the contract (29 Op. Atty. Gen. 
534; 30 Op. Atty. Gen. 24; 30 Op. Atty. Gen. 211). 

This clause could not have been construed to exempt from the operation of 
the 8-hour provisions all materials or articles which the publie exigeney required 
for immediate delivery. If it had been the qualifying clause, ‘‘whether made to 
conform to particular specifications or not,’’ would have been purposeless and 
meaningless. For under such a construction this qualifying clause would have 
been unnecessary, since no mention of specifications appear in the general purchase 
statute and since it could be assumed that the open-market provision clause 
covered all goods required immediately because of public exigency. Hence, the 
inclusion of these words indicates another construction of the open-market 
provisions which the appended clause might naturally and intelligibly modify. 
About the only possible construction of this sort is the one made, that it refers 
to classes of goods which are procurable in the open market from ordinary stocks, 
even if the articles contracted for were to be manufactured in conformance to 
particular specifications. The intermediate construction, that it refers to standard 
articles which are procurable in the open market from ordinary stocks, whether 
manufactured to conform to particular specifications or not, was apparently not 
thought practicable. 

But the absence from the Walsh-Healey Act of the clause ‘‘whether made to 
conform to particular specifications or not,’’ in view of the foregoing discussion 
of the interpretation placed on the open-market clause of the 8-hour law, strongly 
suggests that the open-market exemption in section 9 should be construed to cover 
only open market purchases which are permitted under the general purchase 
statute. Certainly the above discussion demonstrates that the interpretation 
placed on the open-market clause in the 8-hour law does not prevent section 9 
of the Walsh-Healey Act from being construed to mean open-market purchase 
in the sense of the general purchase statute. 

Respectfully, 
CHARLES O. GREGORY, 
Solicitor of Labor. 


[Vol. 80, Congressional Record, pp. 1008-1009, June 18, 1936] 


Mr. Cirron. * * * 
* * A * * * 

Mr. Chairman, for many months a subcommittee of the Judiciary Committee, 
under the able guidance of the distinguished gentleman from Massachusetts [ Mr. 
Healey], has studied this whole subject of Government contracts. Finally, the 
Judiciary Commitee, of which I have the honor to be a member, considered the 
various bills concerning Government contracts, and after many days of labor has 
brought out this bill, the Healey bill, which is a substitute for the Walsh bill, 
8. 3055. This substitute contains the best suggestions of all the bills considered. 
It is a good bill, protecting the Government from bid brokers or ‘‘vest pocket” 
dealers and manufacturers who exploit labor and are otherwise unfair in their 
competitive practices. 

* * * * * * . 

Let us understand the present situation concerning Government purchases. 
Whenever the Government buys anything—except open-market purchases—it 
must ask for bids, and the lowest responsible bidder must be given award. The 
Government has no choice; it must accept the lowest bid. ‘‘Responsible,’’ it has 
held, means only that the successful bidder must put up a bond guaranteeing to 
fulfill the contract. 

* * * * * * * 

There has come into existence a clique of bid brokers, ‘“‘vest pocket’’ dealers, 
who are not bona fide manufacturers or dealers and who always get in on the 
low bid. They then ‘‘farm’’ the bid out to various people who, in order to meet 
the opportunity for Government work, use sweatshops or child labor, paying 
wages that disgrace our country. What chance has the decent wage-paying 
manufacturer in my State against the fellow who pays children 50 cents per day, 
women 80 cents per day, and men $1.35 per day, and who in addition works his 
help 6 full days a week? 

* * * * * * ~ 

Then there are some employers who use the kiek-back system, by which they 
pay their employees the prevailing rate in a community and so show it on their 
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books, but secretly force their employees to return part of the contents of the 
pay envelope. 

Thus the present law works to the advantage of the antisocial employer who is 
enabled to make low estimates and obtain Government contracts through the 
slashing of wages or by working his employees excessive hours. He is even 
permitted to employ child labor. 

x * * * * * * 


When goods are manufactured by child labor and under sweatshop conditions 
their quality is affected. When a manufacturer is making supplies and profits 
out of the Government by paying un-American wages his employees are dissatis- 
fied. As a result, the Government is injured because cheaper quality goods are 
produced. Furthermore, dissatisfaction breeds labor troubles, causing the Gov- 
ernment embarrassment, delays, and losses. 

* * * * * * * 


Certainly the power of the Government to make a contract is the same as that 
of a private individual. An individual has the right to demand certain require- 
ments for obtaining the award of his contract but the Government has not such 
a right because it is limited in its business dealings to the lowest bidder. 

* * * * + x 

At present the decent manufacturer is discriminated against. This measure 
will end that discrimination. It will prevent the charge that can be asserted now 
that decent manufacturers are under a handicap. Shall they continue to be 
under a handicap? 

* * * + * * 


In conclusion, Mr. Chairman, let me say that this bill has been misrepresented 


and misunderstood by some. Anyone who reads it, and wants to protect the 
Government and decent manufacturers in maintaining our high labor standards 
and satisfactory service, is surely in favor of its passage. I hope that it becomes 
the law. [{Applause.] 


OPINION OF THE COMPTROLLER (;ENERAI 


COMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington, Varch 24. 1987. 
Hon. THomas S. MceMI.uan, 
Chairman. Subcommittee of the Committee or App opriations 
Ho ise of Re prese niatives. 
My Dear Mr.-Cuarrman: I have your letter of March 23, 1937, as follows: 
‘The attached report on the bill making appropriations for the Departments 
of State, Justice. (‘ommerce, and Labor for the fiscal] year 1038S indicates the 
necessity, in the mind of the Appropriations Subcommittee, of a ruling being made 





by your office in connection with appropriations to carry out the terms of the 
so-called Walsh-Healey Act passed by the last Congress. I refer you specifically 
to page 25 of the report, which clearly defines the problem. 


“Inasmuch as your office must ultimately determine the question raised in 
connection with the legalitv of contracfs entered into by the Government under 
the terms of the law, and that the decision so rendered in the matter of such 


contracts will essentially affect the amount of funds required to administer the 
act, | deem it of the utmost importance that an immediate decision be had on the 
following question: 

“Does the exception in the Walsh-Healey Act contained in paragraph 43, 
title 41, United States Code, affect only contracts for supplies, materials, etc., 
as may be bought by the Government in the open market under the restrictions 
imposed by law upon such purchases by the Government or does it pertain to any 
purchases by the Government of supplies, materials, ete., which are ready and 
available in the open market for purchase by anyone under established custom? 

“May I have your decision on this point at the earliest possible time?”’ 

The statement in the report (No. 433) referred to is as follows: 

“By the terms of the Walsh-Healey Act purchases that may be made in the 
open market are exempted from the operation of the act. In construing this 
exception in the law the Solicitor of the Department of Labor has ruled that the 
limitation runs to all commodities or materials for which the purchase contract 
must by law be negotiated as a result of competitive bidding. The effect of this 
decision is to give a narrow construction to the terms of the exception by limiting 
the operation thereof to purchases that may be made by the Government under 
the terms of existing law in the open market, rather than extending the operation 
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of the exception to purchases that may be bought by anyone under established 
custom in the open market. If the latter construction had been placed upon the 
words of the act, the field in which the statute would operate would be considerably 
narrowed. (It was testified that whereas between 3,500 and 4,000 contracts are 
now covered by the act such a construction of the law would reduce the number of 
contracts to be considered to about 500. 

“It is the feeling of the committee that the legislative intent has not been 
properly defined in the construction that has been placed by the Solicitor of the 
Labor Department on that section of the law excepting goods purchasable in the 
open market, and before any of the money appropriated in this act is expended 
a ruling of the Comptroller General should be had on this point.” 

The Walsh-Healey Act, approved June 30, 1936 (49 Stat. 2036), provides 
part: 

“That in any contract made and entered into by any executive department, 
independent establishment, or other ageney or instrumentality of the United 
States * * for the manufacture or furnishing of materials, supplies, 
articles, and equipment, in any amount exceeding $10,000, there shall be included 
the following representations and stipulations:” 

a) That contractor is the manufacturer of or regular dealer in the materials. 

(6) Minimum-wage stipulation. 

c) Maximum-hour stipulation. 

d) Minimum age of employees stipulation 

(e) Safe and sanitary working conditions stipulation. 





* * x * x 


“SEC. 1. The Secretary of Labor is hereby authorized and directed to administer 
he provisions of this act * * * and to prescribe rules and regulations with 
respect thereto. ’ : * The Secretary of Labor shall have authority from 
time to time to make, amend, and rescind such rules and regulations as may be 
necessary to carry out the provisions of this act cs 


‘Sec, 9. This act shall not apply to purchases of such materials, supplies, articles 
or equipment as may usually be bought in the open market: nor shall this act apply 
to perishables, including dairy, livestock, and nursery products, or to agricultural 
or farm products processed for first sale by the original producers ’ 
(Italics supplied. ] 

The point raised in your letter and in the committee report—that is, as to 
whether the exception in section 9 of the act of such materials, ete., ‘as may usually 
be bought in the open market”’ comprehends all such particular classes of materials 
or equipment as are usually available for purchase by the general public in the 
open market, or is restricted to materials, ete., which Government agencies are 
authorized by law to purchase in the open market has not been made the subject 
of any formal decision by this office. However, the point was carefully considered 
in connection with other questions presented here for decision involving the opera- 
tion of the Walsh-Healey Act, and, in disposit g of those matters, I fo 
proper basis upon which to disagree with the interpretation placed on this provision 
in the opinion of the Solicitor of the Department of Labor, on which the regu 
of the Seeretarv of Labor in this respect appear to have been based See. for 
example, decisions of December 15 and December 16, 1936 (16 Comp. Gen. 
O83; id. 590), holding that the act applied and that the stipulations were required 
to be included in contracts in excess of $10,000 for automobiles and for tractors, 
both of which classes of articles are available for purchase by the public in the 
open market but which generally may not be procured by Government activities 
by open-market purchase. In the consideration of those cases there was not 
overlooked the fact that a similar provision in the 8-hour law of June 19, 1912 
37 Stat. 137-138), had been consistently construed to exempt all articles and 
commodities which might be purchased by the publie in the open market. But, 
considering the difference in purpose between the two acts and the broad powers 
conferred on the Secretary of Labor to administer the provisions of the present 
act and to make, amend, and rescind such regulations as might be necessary to 
carry out such provisions, together with the cogeney of the interpretation on which 
the regulations prescribed by the Secretary of Labor were based. I concluded that 
the administrative interpretation was not contrary to law. 

The Walsh-Healey Act applies only to contracts for the ‘‘manufacture or 
furnishing of materials, supplies, articles, and equipment’’—that is, to supply 
contracts as distinguished from construction contracts, and to give the open- 
market exemption provision of section 9 the wide application adopted under the 
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8-hour law provision would appear in practical effect to defeat the apparent pur- 
pose of the act. Under the construction of the 8-hour law provision there were 
exempted all classes and characters of aeons from twine and paper boxes to 
dynamos and locomotives (30 Op. Atty. Gen. 24: id. 31; id. 49). To permit such 
exemptions under the present act which re aa only to supply contracts, would 
so restrict its operation as practically to nullify its other provisions. Conse- 
quently, as between that interpretation and the one adopted by the Secretary of 
Labor, I felt compelled to accept the latter—the plain terms of the provision 
being such as to admit of only one or the other of those two interpretations, 

Accordingly I have to advise that unless and until the matter be clarified by 
further legislation, I am constrained to concur in the interpretation placed on the 
provision by the Department of Labor. 

Sincerely yours, 
R. N. Evuiort, 
Acting Comptroller General of the United States. 

The CuarrmMan. Mr. Secretary, you may proceed in your own way. 

Senator FuLBricHr. Do you want to make any further comment on 
that particular section? I would like you to say a little about the 
third amendment, if you care to. All the third amendment does is to 
permit judicial review of your interpretation. 

Secretary Topix. As I have explained, Senator, I am a bit handi- 
capped in not being a lawyer and I would appreciate it if the com- 
mittee would permit the Solicitor to go into that phase of the program. 
Mr. Jeter Ray, Acting Solicitor of the De ~partment. 

Senator Moopy. I have something I must do on the floor in a 
moment or two and before the Secretary stops testifying; may I ask 
him a question? 

The CHarrMan. Without objection, go ahead. 

Senator Moopy. I am wondering, Mr. Secretary, whether the 
primary concern of the Walsh-Healey Act is not with wages and hours, 
child labor, safety conditions and so forth, and therefore is that not 
primarily a labor law? 

Secretary Tosry. I would say that it probably falls into about equal 
balance. Considering the period in history in which it was written, 
I think it was originally written for the purpose of placing some 
protections for wages, and also working conditions, and to prevent 

child labor, and also to protect manufacturers and dealers who want 

to live up to reasonable standards, because it was born shortly after 
the expiration of the NRA as a result of the decision of the Supreme 
Court. I would say it was intended to protect both manufacturers 
and dealers because they had codes that protected them, the working 
standards of workers, as well as protection for children in industry, 
so it is both. 

Senator Moopy. I think there is no question that it equally protects 
the workers and the manufacturers who might be discriminated 
against by sweatshop wages but I am wondering whether it is not 
primarily in the category of labor legislation. 

Secretary Toxnin. It would seem to be proper to have it before the 
Labor Committee because it deals very heavily with labor, although 
working conditions and protection of standards of all kinds, child 
labor, wages, hours, safety conditions, as well as protections for in- 
dustry, manufac turing, and commerce, because it was born right after 
the NRA was declared unconstitutional, which had codes to protect 
industry and standards to protect the workers. 

The CHarrMAN. Are there further questions? 

Senator CapenArt. I have some, Mr. Chairman. 
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The CuarrMan. Go ahead. 

Senator CaprrEH HART. Mr. Secretary, do you have one of these 
pamphlets before you? 

Secretary Tosin. Yes. 

Senator Carenarr. Will you turn to pages 16 and 17? 

The CuarrMAN. I might say for the benefit of those who are here 
the clerk has advised me that we will meet in the Supreme Court 
room of the Capitol at 2:30. 

Secretary Tosin. This is Rules and Interpretations. Is that what 
you have? 

Senator Capenart. Yes. The Walsh-Healey Public Contracts Act, 
Rules and Interpretations No. 3, dated October 1, 1945. 

Secretary Topin. That is right. 

Senator CapeHarT. Do you have a later pamphlet than this? 

Secretary Torin. No; mine is the same as yours. 

Senator Caprnarrt. Is this the latest published by your Depart- 
ment? 

Secretary Toprn. Yes. 

Senator CapeHArtr. What is the difference between a subcontractor 
as outlined on page 17, and a substitute manufacturer? 

Secretary Tonin. The subcontractor would be a man who would 
be doing a portion of the work. A substitute contractor would be a 
man who was taking over the whole contract, as a substitute for the 
original contract. 

Senator CapEHART. I think that is an excellent definition but let’s 
read section 31, on page 17: 

When a contractor holding a contract under the Public Contracts Act for the 
manufacture of supplies, articles, or equipment, caused to produce ‘‘all or some” 
of the commodities. 

Why did you put in the phrase “all or some’? I happen to know 
at the moment of some businesses that are in trouble with your 
Department on that very question. 

Secretary Tosrn. I am not familiar with it, but I would imagine 
if a man obtained a contract from a defense establishment and they 
found he could not meet his due dates, it would be perfectly 
agreeable for him to take full and complete articles and permit some 
other contractor to do it. Then that contractor would be a substitute 
contractor. A subcontractor would be a man who would be making 
parts for the whole. 

Senator CaPpEHART. Subcontractors are exempt, are they not, under 
(a) on page 17? 

Secretary Torntn. Mr. Jeter Ray will answer that question. 

Senator Capenartr. Will vou answer it? 

Mr. Ray. Yes. ‘Those subcontractors are exempt where it is the 
regular practice in the industry for such subcontracts to be let. On the 
other hand, if a man takes a contract and simply farms it out contrary 
to normal practice in that industry, then he does not thereby avoid the 
effect of the Walsh-Healey Act, but it does apply. 

Senator CAPEHART. Suppose a contractor is given a contract to 
build a unit that has 100 parts in it and he subcontracts 50 of them. 
Are the subcontractors of those 50 parts exempt? 

Mr. Ray. I would say no. On the other hand, take the contractor 
for several thousand pairs of shoes. If he simply bought the nails or 
subcontracted the shoe laces, if it is a regular practice in that industry, 
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and subcontracted the manufacturing of the shoe laces, then the sub- 
contractor would not be covered by the Walsh-Healey Act. 

It depends on what the practice is in the industry. That is the 
criteria. ‘This is in the nature of an administrative exemption. 

Senator Capenart. There is an administrative exemption you 
yourselves have worked out as a result of the general provisions of 
the law? 

Mr. Ray. That is right, to try to be practical in the matter because 
you could carry it down to the last degree where you went down to 
the grocery store and bought a few items. 

Senator CAPEHART. In section 31 you say: 

When a contractor holding a contract under the Public Contract Act to manu- 
facture materials, supplies, articles, or equipment causes another party to pro- 
duce all or some of the commodities called for by the contract, the producer of 
those commodities not produced by the primary contract is deemed to be a sub- 
stitute manufacturer. 

By what stretch of the imagination, if a man builds a part of some- 
thing, can he be considered the manufacturer? 

Let me put it this way: I can understand that if you gave me a 
contract to build a product that had 100 parts in it, or 1,000 or 
10,000, and I subcontracted the entire contract, or gave a man a 
contract to make it complete—complete it, and ship it over to me— 
in that instance, the man certainly would be a substitute contractor. 

How could he be a subcontractor if he only makes a portion of it? 

Mr. Ray. I think that is a bad choice of words and it is a misnomer 

Senator CapeHarr. It has been causing a lot of people a lot of 
headaches. 

Mr. Ray. We have a proposal now which has been published in 
the Federal Register which would change that terminology, but not 
the effect of the interpretation. The terminology would be a sub- 
contractor who is an auxiliary supplier. 

Senator Capenarr. | agree with you 100 percent that if the man 
makes the article, 100-percent complete, he is certainly a substitute 
manufacturer. 

You might give me a contract to make 100,000 units, with 100 
parts in each, and I might go out and say to you, “Well, now, you 
make 10,000 of them complete, somebody else will make 70,000 of 
them complete.”’ 

Under that, he would certainly be a substitute manufacturer. 

If | made 80 percent of the parts myself and I give 20 percent of 
the parts to you, and I do the assembling in my own plant and do the 
shipping, I do not see where you can, under any stretch of imagination, 
say that fellow is a substitute manufacturer; but your field men are 
doing it. 

Mr. Ray. Of course, the interpretation is pretty clear when you 
read the whole thing. When you try to analyze the words, “substitute 
manufacturer,” I think that might cause some misunderstanding. 

Senator Capenart. In other words, you say a substitute manu- 
facturer produces all or some of the commodities called for by the 
contract. 

If you mean some of the commodities, meaning for example, 
where you give me a contract to make 100,000 and I say to you, ‘“‘ You 
make 10,000 complete,”’ that would be some of the commodities. 

Secretary Tosrn. That is right. 
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Senator Caprenart. But your field people do not take that position. 
They take the position that ‘some of the commodities” mean some 
of the parts that go into it. 

Mr. Ray. Under the ruling it is made clear that even in the case 
of some of the parts it depends on what the practice in the industry is. 

Senator CaPEHART. I do not see where it applies at all to substitute 
manufacturers. A substitute manufacturer ought to make the thing 
100 percent complete and if he doesn’t be certainly, in my mind, is not 
a substitute manufacturer. 

Mr. Ray. If we can improve the regulation on your point, it will be 
taken care of. I can realize it might have caused some misunder- 
standing. 

Senator Capenarr. I would like to talk to someone in my office 
about that because it is very confusing to produce ‘“‘all or some” 
of the commodities. If ‘‘some’’ means to complete the whole unit, 
that is all right. 

Secretary Topix. That would be my interpretation of it. 

Senator Capenarr. They are not interpreting it that way in the 
field. 

Mr. Ray. We would be glad to discuss it in your office, Senator. 

Senator FuLBricut. On that point, where do you find authority in 
the Jaw to bring subcontractors under the Walsh-Healey Act? 

Mr. Ray. I think it is a legal matter. 

Senator Futsricur. What gives you authority to bring subcon- 
tractors under the Walsh-Healey Act? 

Mr. Ray. The law itself requires in the stipulations that the con- 
tractor be the manufacturer of the particular articles and commodities 
and so forth. The Secretary has power to take exceptions to that and 
he has exercised that power in permitting subcontracting some of that 
stuff, on condition that the subcontractors comply with the standards 
in the contract. I mean in the act and in the contract. 

He has that power and also has the power to make exceptions. 

Therefore, when the man is permitted to subcontract, he is only 
interested in whether or not the man conforms with the child labor 
provisions and standard wage and so forth in the act. 

Senator Fu.tpricur. Isn’t it a fact that the Senate bill had these 
powers extended to subcontractors and the House struck it out? The 
legislative history shows that. 

Mr. Ray. That is true, and the matter is expected to be in the 
courts before very long and I think it will be settled along that line. 

Senator Futsricur. In other words, the intent from the legislative 
history would be that you do not have any power to extend Walsh- 
Healey to subcontractors. You are doing it by administrative act 
and you expect that to be tested by the courts. 

Mr. Ray. There are strong indications that that will be tested in 
the courts. 

Senator CaPpEeHART. I did not think you were applying Walsh- 
Healey to subcontractors. 

Senator Fu_sricut. They are just now starting to do it—since 
July 1. 

Mr. Ray. No; it has been done ever since Walsh-Healey was 
passed. 

Senator CapEHART. Page 17 at the top says no, that you do not. 
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Mr. Ray. When you find out what a subcontractor is you find you 
do not have what you and I would call a subcontractor. And a 
substitute manufacturer is a subcontractor. Anybody who does 
anything in regard to it usually has a contract with the prime and to 
that extent is a subcontractor. 

Senator CAPEHART. I can agree 100 percent, that a manufacturer 
who makes the item complete is a substitute manufacturer. I do 
not see the difference between a subcontractor and a substitute manu- 
facturer. He certainly is a manufacturer of the complete article. 
But if he makes parts for it, then I do not see how you can interpret 
the act to apply to him. 

Mr. Ray. If that is the regular practice in the industry to farm 
it out—— 

Senator CapEHArtT. Give me an example where it might not be a 
general practice of the industry. 

Secretary Topix. Gentlemen, Mr. Roberts is probably more familiar 
with that detail of the administration. 

Mr. Roserts. For example, in the early days of the act we ran 
across quite a few cases where so-called manufacturers were getting 
contracts and farming out the making of the parts of the items to be 
supplied on Government contract. For example, in tunics or coats, 
if vou wish, we have found that an establishment would get the con- 
tract and it usually manufactured the whole item but it would sub- 
eontract to various people, the sewing of a sleeve, the cutting out of 
certain parts, the sewing on of buttons and would send it all around 
to different parts of New York, for example, in order to defeat the 
application of the act. 

Normally in the clothing industry, people make the whole thing 
from scratch. They buy the raw materials and from then on, they 
fabricate the whole thing. That is the practice in the industry. 

But these people were doing just one final finishing item on that 
and subletting all the rest of it. 

Now, of course, that made a very difficult competitive situation 
because they could sublet without regard to the act unless there were 
a substitute manufacturing ruling such as we have. 

Senator CaprHart. Were they doing any part of the work 
themselves? 

Mr. Roxserts. They were. They were assembling some of the 
final items. They would tack the collar on, or they would add two 
parts together that had been supplied by somebody else. 

In other words, it was a practical way of making a manufacturer’s 
responsibility extend to the areas where manufacturers in the industry 
generally operated. 

We had the same thing in shirts. An outfit would get its collars 
outside, have cuffs made outside to bring into its establishment and 
merely sew the collars and cuffs along with the body. 

Senator CaPEHART. Let me ask you this: If a manufacturer was 
making, say, 10 parts for a jet engine, as a subcontractor, would he 
come under the act, then? 

Mr. Roserts. He may or he may not, depending upon the nature 
of his operation. 

Senator Capenart. How could he possibly? 

Mr. Rocers. For example, this: A manufacturer of jet engines 
normally has certain procedures it goes through. For example, it 
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will cast the block. It will make certain of the things that go in the 
engine. But it will buy from the outside a great variety of items 
that go into that. 
Well, we say that all this vast variety of items it normally purchases 
to put in its engine, that it does not make itself, that is the industry 
does not make, we say those people are exempted. They are subcon- 
tractors. If, for example, they decide “I am busy now,” or “I think 
I can get this cheaper some place else to get the casting, I will have 
Joe Jones make my casting for me.’ He is essence in subletting some 
things that he ought to do in his industry. 
Senator CaPpEHART. Are you going that far under this act? If you 
are, you certainly are going beyond what, in my opinion, was ever 
the intention of the act. 
I have a case right now where a little shop is building 8 or 10 
machine parts for a jet engine and you are maintaining that he comes 
under the act. 
Mr. McComrp. Senator, if you admit, in the example Mr. Roberts 
gave you, that the shirt manufacturer was wrong, then how can we 
tell when the act should not be applied? 
Senator CapeHart. For argument’s sake, let us admit the shirt 
man was right. 
Mr. McComps. All right, he gets the contract for the shirt. He 
has always made the complete shirt, he gets the contract and instead 
of making the complete shirt he has the sleeves and the cuffs made 
somewhere else. 
We say that he therefore is a substitute manufacturer. He is not a 
subcontractor but a substitute manufacturer. The two terms are 
very closely tied together. 
On the jet engine, the contractor always makes his castings. 
Senator Carenart. Who is going to be the judge, then, of these 
millions and millions and millions of individual parts that are being 
subcontracted by the big manufacturers, and encouraged to do so by 
the Congress and the Administration? Who is going to be the judge 
as to when they do and when they do not come within this act? 
Mr. McComs. The practice in the industry is very important. 
Senator Carenart. Do you mean in the industry as a whole, or the 
practice within the particular prime contract? 
Mr. McComs. Generally, industry as a whole. If three contrac- 
tors, A, B, and C, bid on that contract, and A, B, and C are in the 
habit of making the whole product including the castings. 
Now B and C intend to make that casting and they again know the 
minimum wage provision, for we may have a wage for the manufacture 
of that product. Let us assume that wage is $1.50. B and C say, 
“T am going to make it all and I am going to pay $1.50 for making 
that casting. A gets the contract, competitively bidding against 
those two, and perhaps the making of that casting could be a quarter 
of the total amount of the cost of the contract, and A says, ‘‘ Well, 
I’m going over here and have Jim Doaks make it because he can make 
this with his labor for $1.’’ You therefore create a very unfair com- 
petitive situation. 
Senator Capenart. But this matter of saying to one fellow, “‘ You 
are O. K., vou don’t,”’ this fellow, ‘‘ You do,” this fellow, ‘‘ You don’t.” 
That is entirely up to you, is it not? 
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Mr. McComs. We try to consider what is the practice in the indus- 
try and we have held hearings in the industry where something of that 
kind comes up and contractors testify as to what is the practice in the 
industry? 

Senator Carenarr. If Allison in Indianapolis let a contract for 10 
parts to a small machine shop in Indianapolis, would that machine 
shop come under the act? 

Mr. McComps. As I say, if it is general practice in the industry for 
him to do all that work it seems to me to not hold them that you are 
letting the bars down. 

Senator CAPEHART. Let us get into tanks, then. Tanks are new 
things. There have been a lot of manufacturers placed in the tank 
business. There is certainly no criteria to go by as to whether the tank 
manufacturer makes all of it or part of it. 

Would you say that Chrysler, who had been set up to make a new 
tank up in New Jersey, a big factory, who never made tanks before in 
that plant, would you say that they ‘would be privileged to subcontract 
the parts and the subcontractors not come under the act? 

Mr. McComs. We probably would because that would not be the 
general practice in the industry or they had not had the practice. We 
would consider that a normal contract under the assumption that he 
was normally operating under that industry. 

For instance, in the automobile industry, we never go back to the 
tire manufacturer in the automobile industry and say they are covered. 
The automobile people make the automobile but they buy the tires 
from tire manufacturers. 

Senator CapenartT. Do you know you have a lot of men who are 
collecting on just what we are talking about? 

Mr. McComs. We do, because we are up against these problems. 
I think you always have to look at these things on the basis of con- 
tractors who come in to get Government contracts which are let to the 
lowest bidder. 

Senator CapeHart. Of course, in the case of jet engines they are 
not let to the lowest bidder. 

Mr. McComp. In my past life I have been in the Government- 
contracting business and you have and we both know how you sharpen 
your pencil when you come up against other manufacturers for com- 
petitive bidding. Just a dollar or two less on a $50,000 contract and 
you lose it. 

Now I assume that I am going to have to pay certain wages to 
handle this contract, and I do all that. And over here, I assume he is 
going to. 

Senator Caprenart. He is responsible under the Walsh-Healey 
Act and he is heid responsible for his subcontractors. 

Mr. McComs. Not if it is the practice of the industry for a sub- 
contractor to do that work. 

Senator Capenarr. But the attitude you have been taking at the 
moment and since July 1, he does not know. In other words, a man 
comes to me and says, “I’m running a little machine shop and I want 
you to build 500 of one part, 200 of this, 300 of this, and 600 of this.” 

How do I find out if 1 come under the Walsh-Healey Act? 

Mr. McComs. You can ask us. We will look into it. We may rule 
against you. 

Senator Capenart. How long would it take you to rule? 
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lus- Mr. McComs. We would ask members of industry and we would ask 

that the manufacturer. We would look into it. 

the Senator Caprnart. How long do you think that would normally 
take? 

r 10 Mr. McComgs. I could not tell you. 

hine Senator CapeHarRT. Would it take 1 day or 2 days? 


Mr. McComs. It would take a week or 2 weeks to get that infor- 
y for mation together. 
are Senator CareHart. Then I sit in this little machine shop waiting? 
Senator Futsricutr. Do you think that interferes with the defense 
new effort? 


ank Senator Capenart. I think you are just carrying it to the extreme, 
ank and I am not so sure that you will not do harm to the defense industry. 
Secretary Tosin. 1 would appreciate it if you will give me the cases 
new you have, and I will promise to go into it in detail. 
e in Senator CaPpEHArRT. | agree with you 100 percent on substitute 
ract manufacturer if he makes the complete article. I agree with that 
100 percent. 
the Mr. McComs. I would like to add before we drop this subject that 
We there is this law and are we going to say, ‘‘In this industry we will let 
t he him out?’’—the man who makes this table; he has a contract to make the 
table; he has always made the drawers. He may say, “I can have 
. the these drawers and these legs made over here and I can pay consider- 
red. ably less. I can get them made for considerably less than what I 
tires would ordinarily make them for.” 
Therefore, you have to have something to prevent that happening. 
) are You have to have a general rule and then we have to adjust it. 
Senator CapeHaArr. | thought we had a competitive system where 
ems. we encouraged people to make things for less, so it would cost the 
con- Government less to buy and cost the consuming public less to buy. 
» the Mr. McComps. That is right, but this fellow bids on the basis of the 
wage found by the Secretary of Labor. Then he has it made by 
y are another contractor, who pays a lower wage, thus making more profit, 
and cheating the Government. 
1ent- Senator CapeHArt. Did it ever occur to you that when he bid he 
rpen might have bid too low and might lose money‘ 
com- Mr. McComs. Oh, certainly. I have bid too low and lost mone y. 
and I know what it is. 


Senator Capenart. I think it is something that ought to be looked 
es to into. 


he is Secretary Topix. Any cases you have, Senator, | would like to go 
into them because it is a field that I have not gone into, to too great 
ealey an extent, but this rule as it is laid down here, the regulation, seems 


reasonable. If you follow the practice in an industry, then you are 
sub- protecting the bill. 


Senator CapeHartT. Would you not say at the moment that the 


t the general policy of the Government under this law was to do certain 
man things? Would you not say the general policy of the Government 
want at the moment was to spread this war work as thinly as possible and 
his.”’ to give it to as many different small manufacturers as possible? 


Secretary Topin. I definitely would. 
rule Senator CapenarT. And do you not think under those cireum- 
stances then that you ought not to do anything that would discourage 
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the small machine shops and the small manufacturer from getting 
into the picture? 

Secretary Toxsrn. I would say that if the purpose of the subcon- 
tracting was for the purpose of getting a lower wage rate and giving 
that contract for a competitive advantage over his competitors who 
bid competitively with him, then we should see that the wage rate 
is paid. 

If it is a practice in the industry to subecontract—say, making radios. 
Condensers are made by one manufacturer. Of course, they should 
not be covered. You have resistors, and it is your common practice 
to have someone manufacture those all the time. They should not 
be covered. But we have to go into each case. 

Senator Caprenart. If I had my way about it, I would pass a law 
requiring every prime contractor to agree before he could get a con- 
tract, and so stipulate, exactly how much he was going to subcontract. 
I would force it by law, in order to get a better spread of the war 
work. 

Secretary Tosrn. I agree with you, but so often with the very best 
intentions a manufacturer will figure he can make a due date and he 
finds he needs assistance. It might be difficult for him to say in 
advance the amount of subcontracting he was going to do. 

Senator Caprnart. Of course, I do not know of any concerns in 
Indiana who are paying below the minimum wage. That is below 
the rate in Walsh-Healey. It has never been a problem with me in 
any of my business. 

Secretary Toxnrtn. I want to be practical and reasonable in the ad- 
ministration of the law, and if you can show me where we are a little 
bit out of line I want to help out in the situation. 

Senator Capenart. I think some of your fellows are getting a little 
overzealous on this point. 

The CHARMAN. We were going to have the Solicitor discuss this 
matter. 

Without objection, that document will be placed in the record, 
Senator Capehart. 

(The document referred to is as follows:) 
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2522 DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


Senator Futsricut. What part of the law allows you to place sub- 
contractors under the law? 

Do you have anything more you want to say about it? I just have 
this one question for the Solicitor. 

Secretary Torin. | am at the disposal of the committee for the 
day. . 

The CHarrMan. Is there anything else you want to say? 

Secretary Topin. No, but I will be back at 3 o'clock. 

The CuarrMan. I will turn the meeting over to Senator Fulbright. 
We do not want to deny your putting anything in the record. 

Secretary Tosin. You are alwaysa charming and generous chairman. 

Senator Carprnartr. You have a new regulation out here, 41, CFR, 
Part 201. Is that proper identification? 

Mr. McComps. Isn't that the proposed general regulation? 

Senator Capenarr. Department of Labor, Division of Public Con- 
tracts, 41, CFR, Part 201. General Regulations, Notice of Proposed 
Rule Making. 

Under 201.1, Definitions, you have under 2 here: 

It is expressly agreed and understood that where the contractor pursuant to 
such relaxation enters into any arrangement with a secondary contractor for 
manufacture or supply of the contract commodity, our materials or parts to be 
used in performance of the contract, the contractor is charged with the duty of 
obtaining compliance of the secondary contractor with the requirements of these 
stipulations to the same extent as if he performed the work himself and he shall 
be liable for any failure by the secondary contractor to observe the requirements 
of such stipulation. Except that this undertaking by the contractor is not appli- 
eable where the se — ary contractor is an auxiliary supplier within the meaning 
of 201.5 (c) of the Public Contracts Act Regulations (41 CFR 201.5 (a)). 

What is Sui “auxiliary supplier”’ 

Mr. Roserts. That is an effort to get away from 
facturer.”’ 

Senator CaprHarr. You are going to change “‘substitute’’ to 
“auxiliary”? 

Mr. Roserrs. The old subcontractor is now auxiliary. He is not 
within the scope of the act. 

Secretary Tonin. There will be a hearing on the 10th of June 
where all interested parties will have an opportunity to appear. 

Senator Capenarr. Don’t you think such a ruling may have a 
tendency to force all the big r manufacturers with the prime contracts 
to do the work themselves? 

Secretary Tostn. | am not familiar with the regulation. 

Senator Capenarr. If | am a prime contractor and J am going to 
be held responsible for all the acts of my subcontractors, and I am 
subcontracting tens of thousands of parts, it certainly would be an 
encouragement for me to try to make the parts myself and therefore 
you stand to put these little fellows out of business. 

I do not say that the little fellows should violate the Walsh-Healey 
Act and I don’t say what wages he should or should not pay. As 
far as 1 am concerned it has never been a proble m in my business, 
because we have always paid a minimum above the Walsh-Healey, 
but I am just thinking iv terms of the hundreds and hundreds of 
little fellows in this country who—many of them—just do not know 
what the law is. As a prime contractor, if 1 have to take on a re- 
sponsibility for what these little fellows do and do not know, I wonder 
if we do not tend to put the little fellow out of business. 
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Secretary Toxsin. There will be a hearing on the 10th of June. 
This has been published in the Federal] Register and the viewpoint 
you have may prevail when all these facts are brought to licht. 

Senator Caprenarr. I am thinking in terms of the little fellow 
because there are a lot of them and | happen to know they are having 
a hard time getting war contracts and the ones they are getting 
small runs, because of the cut-back in the effort 
could do serious harm to a lot of these little fellows. 

Secretary Tosin. Subcontracting is for parts. 
not been done by the industry. It is not for the purpose of avoiding 
the Walsh-Healey Act. We should enforce the law in such a way as 
to encourage production and be sensible about it. 

Senator CaPpEHArt. The purpose of the law as I see it was to assure 
that on any Government contract the contractor paid the prevailing 
wages in the locality, or community. 

Now I do not think that meant one little town of 500. 
meant a community of small towns. I do not think the act ever 
intended that small machine shops—those people who do subcontract 
work for the big fellow—should be penalized. 

Secretary Tosrin. I do not think they should be either unless the 
prime contractor was deliberately doing it—he could do it himseif 
but he was doing this not for the purpose of expediting a defense 
contract, but for the purpose of getting it done cheaper. I think 
that is about the most sensible yardstick. 

Senator Capenarr. I can go along with that viewpoint if the ad- 
ministration of it is flexible and eood common horse sense is used. ] 
happen to know of an instance at the moment 
[ will talk to you about that. 

Secretary Topix. We will go into them most thoroughly 
I will have the three gentlemen wait on you, go over the 
work them out. 

Senator Futsricur. Mr. Solicitor. do vou have anything more { 
say on the basis of authority to include subcontractors? 

Mr. Ray. I answered your question, except for reading the express 
provisions of the act. 

Senator Futsricut. You were interrupted and I lost the trend of 
thought. Which provision? 

Mr. Ray. The first stipulation in section | of the act requires that 
there be included in the contract. as a manufacturer of or a regular 
dealer in the materials, supplies, articles, and so forth, to be manu- 
factured or used in the performance of the contract. Now. leaving 
out “regular dealer” to which this whole substitute, secondary, and 
subcontracting business does not apply, it leaves the provision that 
the man stipulates that he is the manufacturer of the articles and 
equipment and so forth to be manufactured, that he is contracting 
to manufacture. 

Now under that, if read literally, he would have to manufacture 
it all himself. He could not subcontract any of it. 

However, under section 6, the Secretary would not desire, I know. 
that result to obtain. He wants free subcontracting, and in order to 
accomplish that, he, under the authority in section 6 of the act, 
would grant reasonable limitations, tolerances, and exemptions to 
and from any and all Provisions of the act, and has construed that to 
mean that there can be subcontracting under the circumstances that 
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the subcontractor would comply with the labor-standards provisions 
in the contract. 

Where it is the practice of the industry that subcontracts be let, 
he has determined that the act need not be applied. He can sub- 
contract those items out without regard to the act. 

However, if he departs from the norm—that is, from what the 
rest of the industry does—and subcontracts more generally, then the 
act does apply. 

That is the oversimplified basis upon which the result is reached. 

Senator Futsrient. You base the authority on section 1 (a), then, 
of the act? 

Mr. Ray. That is correct, basically. That is the main authority. 

Of course, the whole legislative history and the four corners of the 
act must be taken into consideration before that is done. 

Senator Fu.sricur. The legislative history makes me think that 
they did not want subcontractors under it. 

Mr. Ray. But the legislative history would lead you to believe that 
they felt the man who got the contract was the manufacturer, too. 
You have to reconcile all those things in order to reach what we hope 
will be a sensible result. 

As has been pointed out, this whole matter is up for review or a 
revision of these regulations at this time, and public hearings are 
scheduled for June 10, I believe it is. 

Senator Futsricur. How about General Motors? They have 
always had subcontractors, haven’t they? 

Mr. Ray. Yes, I am sure they have. 

Senator Futpricut. Then when the Congress put “subcontractor” 
i there, they consciously struck it out. It was put in by the Senate 
and, when finally enacted, it was taken out. 

Somebody had in mind in proposing it that this would apply to 
manufacturers and subcontractors. They struck out “subcontractors” 
but in spite of that, you think they intended to include them; is that 
about what it amounts to? 

Mr. Ray. I think they did not intend for a man by subcontracting 
to avoid the entire intent of the act. That alone might be a sufficient 
basis, but when you add to that the fact that it is “desirable to sub- 
contract, I think they did intend subcontracting. 

The Secretary extended it under what we felt are fair and reason- 
able limitations. 

Senator Futsricut. If it is a substitute contract, that is another 
matter, but where it is a subcontractor, only making a part, and 
Congress excluded that, after it was offered and stricken, it would 
indicate it was Congress’ intention not to include them. 

Mr. Ray. All of them are subcontractors, of course, even the man 
who makes just a part of all the parts. The subcontractor covers 
about everything. You yourself will recognize some line must be 
drawn somewhere. 

Senator FuLsricut. I want to go on to one other aspect. Perhaps 
the Secretary could answer this: “What is your objection, if any, to 
the third amendment which merely provides for judicial review of your 
interpretation? 

Secretary Tonin. Senator, you did ask that before, and I referred 
it to Mr. Ray. First, do you object? 
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Mr. Ray. Yes; I think the Secretary would be bound to object to 
discriminatory treatment given him. Every action he took under 
this act would be subject to a different kind of treatment from what, 
for instance, the Secretary of the Interior’s action would be. 

In other words, you are bringing him under the Administrative 
Procedure Act, with respect to matters to which other people in the 
Government are not. 

Before he could interpret this particular law which he administers, 
he would have to subject himself to a public hearing on the interpre- 
tation, and then any interested party, and the people you have here 
in these three categories would cover a good part of all interested 
parties, at least—to take him into court upon the interpretation before 
he ever took any action on it. That is not quite in accordance with 
the usual Government way of doing business. It pretty well ham- 
strings the operation. 

So instead of being in accord with the Administrative Procedure 
Act which exempts public contracts; and, even though it does exempt 
them as a matter of policy, the Secretary is foliowing the standards 
set out in the act in most instances, at least as far as he can, it goes 
beyond—well, even the Attorney General, if he gives an interpretation 
of the law, and I understand he will hardly give one because of all the 
work and trouble involved—he does not have to have a public hearing 
onit. These interpretations are a guide to the people who are covered 
by the act or who may be covered by the act. 

Senator Futsricur. I do not quite follow you. 

Do you have the copy of the amendment before you? 

Mr. Ray. Yes. 

Senator FuLtsricur. It says: 

All orders, determinations, rules, and formal interpretations of general appli- 
eability under such sections shall be made on the record after opportunity for a 
hearing. An appeal from any such order, determination, rule, or interpretation 
may be taken in the manner provided in section 10 of the Administrative Pro- 
cedure Act. 

Is it your point that no one else in the Government is subject to 
the Administrative Procedure Act? 

Mr. Ray. They are subject in various ways, but not in this par- 
ticular way. I do not know of any officer in the Government whose 
interpretations are subject to review in the courts before he has 
acted on them. 

Senator Futsricut. “Formal interpretations of general applica- 
bility.” 

Mr. Ray. It would include every interpretation in this volume. 

The regulations only cover four or five pages. The bulk of it is 
interpretations. 

Senator FuLspricut. Well, they have the effect of the law; do they 
not? 

Mr. Ray. No; they do not. 

Senator Futprigur. What is the interpretation of the meaning of 
‘locality’? It has been enforced ever since the act started, has it not? 

Mr. Ray. On some of those things, that is true. However, that is 
the exception. There are hundreds of words in this act-——-the word 
‘knowingly,’ for example, that have been construed by the courts. 
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Then there is the reference to ‘“‘in excess of ten thousand dollars,”’ 
whether they may be construed in excess of $10,000. That has been 
determined by the court. 

And the item of subcontractor I believe will soon be tested in the 
courts, because the cases are almost posture where they will be filed 
in court. They may already be in court. 

The respondents in those cases have indicated that they would 
contest the interpretation. 

Senator Futsriegur. Do you have any cases of any successful 
challenge of any of your regulations in court? Have vou gone to the 
Supreme Court? 

Mr. Ray. Not any that have gone to the Supreme Court, but the 
Supreme Court, unfortunately, has decided not to review some. 
There have been a few circuit cases. There have been a few cases 
we have lost. 

Senator Futsricgur. What is the character of one of them? 

Mr. Ray. We lost one in LU’. S. v. Ozmer (181 Fed. 2d, 508.) 

Senator Fu_sricgut. What did it hold, that it was not in excess 
of $10,000? 

Mr. Ray. It turned down our interpretation that the contract was 
within the act. 

We had a contract which was originally for more than $10,000, but 
which did not actually exceed $10,000. 

Administratively, it was determined that the act applied to that 
contract on the basis of this interpretation. The Fifth Circuit Court 
of Appeals said, ‘‘No; it did not.” 

Senator Futpricur. The man in that case signed a contract accept- 
ing the Walsh-Healey Act? 

Mr. Ray. He did not accept it, he signed a contract which con- 
tained the statutory stipulation in it. 

Senator Futsricut. Then the effect of it was that the court said 
he could not waive that $10,000 limitation, is that right? 

Mr. Ray. They did not say he could not waive it. They simply 
said the act did not apply to that particular contract because it had 
not exceeded $10,000. 

Senator Capenart. Do you mean the contract called for more than 
$10,000, but the actual performance was less than $10,000? 

Mr. Ray. The contract called for supplving lumber at so much per 
thousand. This particular contract upon which the dispute arose did 
not actually exceed $10,000. 

In other words, they did not supply the Government with more than 
$10,000 worth of lumber. 

Senator Futsricur. It was just a question of whether the act 
applied at all or not. 

Senator CapEnartr. Mr. Chairman, I would like to ask this ques- 
tion: For many years now the Congress has been passing laws dealing 
in generalities and giving departments the right to issue rules and 
regulations which have the effect of law. 

Now, do you not think we should do either one of two things, or 
maybe both, and that is when you finally write your rules and regula- 
tions that the Congress ought to pass upon them and give them the 
effect of law, or at least the courts ought to have the right to pass 
upon them? 

Mr. Ray. We have no objection to the court passing upon those. 
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Senator Capenart. For example, this book I had here a minute ago 
in reality has the effect of law. That is correct is it not, your inter- 
pretations? 

Mr. Ray. I sometimes wish I would agree with you, Senator, but 
unfortunately we have to fight these matters out in the courts. 

Senator Capenarr. Of course, I understand people have the right 
to appeal from them and go to court, but in reality they are interpre- 
tations of the general law which have the effect of law. 

Why would it not be simple to bring all your rules and regulations— 
[ am not thinking of you now; I am thinking of all the departments 
before the Congress and let them enact them into law and pass upon 
them? 

Mr. Ray. Well, if Congress had time to pass on them, I am sure 
that would be one way. 

Senator Carpenarr. Perhaps Congress ought to take the time to do it. 

Mr. Ray. That is what is proposed by Senator Fulbright, now. 

Senator CAPEHART. I question sometimes, and I am sure it applies 
generally to the great majority of Government employees, that they 
would like to follow the laws and the intent of Congress 

It seems to me you would make your life much more easy if you did 
insist upon the Congress approving these things. You could simply 
say, ‘Well, that is the law as passed by Congress,” instead of having 
this continuous bickering and fighting we are always in and having vou 
people come up here and saying, “That is not what you intended to 
pass into law. You intended it this way. We just know you did, 
and some little court out there some place said vou did.”’ 

It seems vou make your life and your work much harder than is 
necessary. 

Senator Futpricut. Was that decision you had there before or 
after the other Supreme Court decision? 

Mr. Ray. Ido not know. I have one or two other cases upon which 
I could give vou citations, where questions have arisen under the 
Walsh-Healey Act. 

Senator Futsricutr. In the Wunderlich case, what did the court 
rule? 

Mr. Ray. That case came up under one of the procurement statutes 
and not the Walsh-Healey Act. If the contract set provisions and it 
said the determinations of the contracting officer would be binding 
when they were made, he was excused from going to court. I do not 
think that applies to the Walsh-Healey Act, because that has an 
express provision in it that all decisions made by the Secretary shall 
be enforced in the courts, if they are supported by a preponderance of 
the evidence, and there is nothing in the act which makes his de- 
cisions not reviewable by the courts, on the preponderance of the 
evidence, and also the courts have held, on errors of law. 

Senator Futsricgut. When he agrees to the provisions, he has no 
standing under the Lukens case, to challenge the interpretation of the 
word “locality,” for example? 

Mr. Ray. If he is only a prospective bidder, he would not, but once 
having taken a bid, once having put himself in the category of a person 
directly affected by the law as a contractor, then he is in a different 
status than he would be in if he were simply outside wanting to be a 
bidder on a Government contract. 

That is the difference. 
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As these cases will show you, once he has a contract and is charged 
with violating the act 

Senator Futsricutr. The only way he can do it is to violate his 
contract and subject himself to various and sundry very heavy penal- 
ties. 

There is no way of getting review of this, as there is under the Ad- 
ministrative Procedures Act, which was passed for that purpose. So 
that a man does not have to go out and subject himself to penalties, 
plus the blacklisting. 

Have you ever used the blacklisting provisions? 

Mr. Ray. Yes, it has been used in a few cases where the violations 
were flagrant. 

Senator Futsrieur. If a contractor gets into a position where he 
takes a tremendous risk, if he should make an effort to try one or two 
rulings—— 

Mr. Ray. That has never in the past been the basis for the black- 
list. It has only been where he falsified records. 

Senator FuLsriext. You have had very few challenges, have you 
not? Are not the penalties very severe? 

Mr. Ray. The penalty is exactly the amount of money he would 
have had to pay had he paid what the wage determination was, or 
$10 a day in the case of child labor. That gets pretty steep sometimes. 

The bulk of the money received, involves child labor. 

Senator Futsrient. 1 do not see why you would feel very badly 
about having these difficult matters reviewed in the court unless you 
have no confidence in the courts. 

Mr. Ray. We have the utmost confidence in the courts; and, 
personally, it would be nice to go into court and get their stamp of 
approval on this question of hamstringing the administration of the 
act to a point where you could not move unless an expensive process 
had gone on. They would have to raise the appropriation for lawyers 
considerably in order to take care of it. 

Senator Futsricut. You would not object to that; would you? 

Mr. Ray. I think, as a good tax-paying citizen, we should not do 
useless things like creating business that way. 

Senator Futsrieut. If you interpret it in accordance with the 
language of the bill, 1 do not think you would have any trouble. The 
trouble all arises when you depart from the language of the bill. 

Mr. Ray. We would still have to defend it, I think. 

Senator Futsricutr. Do you have anything more to add to this? 

Secretary Tosrn. Only, Senator, I think a party should be ag- 
grieved before litigation should be incited. 

Senator Futsrieutr. | did not hear that. 

Secretary Torin. I say there should be an aggrieved party before 
litigation should be incited. If we make an interpretation of the 
law that is an improper one, then the aggrieved party has a right to 
proceed in the courts. I think it would be most difficult to enforce 
the law if, before I had taken an action against a contractor, all of 
the interpretations were to be subject to court review. We would 
have a considerable time elapse before we could really get enforce- 
ment. 

1 think where any individual contractor in the country would have 
the right to take any rule or regulation before it was applied and bring 
it into the courts, I think we would be in constant litigation before 
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there was an aggrieved party and before there was an application of 
the law. 

Senator FuLBricut. You do not really believe in the idea of the 
Administrative Procedure Act, do you? That is supposed to settle 
some of these matters. 

Mr. Ray. When the Congress decided on that act, they deliberately 
exempted the provisions of the Walsh-Healey Act. 

Senator FutBricur. Is there anything further? 

Do you have anything further to say, Mr. MeComb? 

Secretary Topix. Thank you very much, Senator. 

(Whereupon on 12:50 p. m. the hearing was recessed to reconvene 
at 2:30 p. m. in the Old Supreme Court Building, U. 5. Capitol.) 


AFTERNOON SESSION (4 P. M.) 


The CHARMAN. Senator Saltonstall left a letter with me under 
date of May 8 to be printed in the record. 

(The letter referred to follows: ) 

Unitep States SENATE, 
CoMMITTEE ON ARMED SERVICEs, 
May 8, 1952. 
Hon. Burner R. Mayrank, 
Chairman, Senate Committee on Banking and Currency, 
Senate Office Building, Washington, a. <> 

DeaR BurRNET: I wish to thank you very much for your kindness and thought- 
fulness in giving me a chance to speak to your committee concerning the amend- 
ments proposed by Senator Fulbright to the Walsh-Healey Act. I am very sorry 
that it will be impossible for me to do this on Monday, as I have a long-standing 
engagement in Massachusetts which I must keep. 

The Walsh-Healey Act was passed on June 30, 1936. Its purpose was “‘to 
obviate the possibility that any part of tremendous national expenditures would 
go to forces tending to depress wages and purchasing power and offend fair social] 
standards of employment.” 

The amendments to the Defense Production Act proposed by Senator Fulbright 
would drastically revise the Walsh-Healey Act without giving industry and labor 
a chance to set forth in detail how these amendments would affect the act and 
affect individual industries in New England. 

The amendments would set the minimum wages on the basis of prevailing wages 
‘in each separate city, town, village, or other civil subdivision,” instead of on a 
Nation-wide “prevailing minimum wace in the industry.’”’ This would seriously 
affect New Eneland competitive industries, such as electrical goods, textiles, 
shoes, and leather. In the case of New England textiles, New England mills 
have a $1.13% minimum wace, whereas small towns and villages in other sections 
of the country are paying $0.75. 

This amended lancua’‘e weuld be administratively impossible, as thousands 
and thousands ef individual determinations would have to be made before any 
mill in any business could bid on a Government contract. 

The amendments would further nullify the intent of the act by having it not 
apply to articles, ete., of standard type and construction. The interpretation 
of the language used might well include many textiles, shoes, electrical appliances, 
ete. It certainly opens a complete loophole for virtually complete nullification 
of the intent of the Walsh-Healey Act. 

The amendments would apply the Administrative Procedures Aet. This 
would obviously slow down the operation of the act. It could make it virtually 
impossible for the Government to procur any supplies because it makes it possible 
for anyone to file frivolous lawsuits which could completely block the operation 
of the act. 

The majority of American manufacturers who observe fair labor standards 
1 working conditions cannot do so if the tremendous expenditures of the 
}ederal Government can be funneled to low-wage operators who do not observe 
these conditions. 

[ enelose a memorandum which goes into the question which I raise in more 
detail, and which I trust may be ineluded in the record. 


ane 
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Again, | thank you very much for your courtesy in asking me to appear before 
your committee, and as I am unfortunately not able to do so, allowing me to 
send you this letter. 

Sincerely yours, 
LEVERETY SALTONSTALL, 
United States Senator. 


MEMORANDUM ON WaLtsH-HEALEY AMENDMENTS TO THE DEFENSE PRODUCTION 
Ac r 


New England competitive industries like electrical goods, textiles, shoes, and 
leather would be seriously hurt by an amendment to the Defense Production Act 
proposed by Senator Fulbright of Arkansas to drastically revise the Walsh- 
Healey Act. , 

The amendment would set Walsh-Healey minimum wages on the basis of 
prevailing wages in each separate ‘‘city, town, village, or other civil subdivision”’ 
instead of on the current basis of a Nation-wide ‘prevailing minimum wage in 
the industry.”’ This would mean in the case of textiles that hundreds of mills in 
small towns and villages throughout the Southeast paying 75 cents an hour and 
up would be rewarded with Government business. New England mills who 
have agreed on a $1.13'6 minimum would get no Government business. 

The same sort of situation would face the shoe and leather industry, and the 
electrical industry is a likely prospect for similar treatment in the near future. 
Westinghouse Electric Corp. has recently been endeavoring to prevent the estab- 
lishment of a single prevailing minimum in the electric-lamp industry. 

Ralph Stuart, vice president of Westinghouse, stated recently in a letter to 
Southern Congressmen, “‘it is absolutely essential that for the time being we have 
a very substantial differential in the wage rates in our Southern and Northern 
plants.”’ 

He added that “impending damage to expansion of the lamp industry in the 
South, as well as to all Southern industrial expansion, can best be forestalled by 
dissuasion of the Labor Department” from setting a prevailing minimum wage 
for the industry. 

The Westinghouse executive indicated his company will build more plants in 
the South ‘“‘provided the present favorable climate continues to exist.”’ 

This could mean that New England lamp operations of companies like General 
Electric and Sylvania might eventually be faced with a similar loss of Govern- 
ment orders. 

This isn’t merely a case of North-South rivalry. Shoe, leather, electrical, or 
other plants paying substandard wages in small communities throughout the 
country would be able to underbid the majority of employers in these industries 
who have set a higher wage standard. 

The problem is probably more acute in textiles where half a million people 
work in thousands of plants, some of them small, many of them located in rural] 
areas throughout the Southeast and distributed throughout 18 or 20 States. The 
New England textile industry now pays minimum wages 34 percent higher than 
the Walsh-Healey minimum of 87 cents an hour. The Secretary of Labor is 
working on a redetermination of this minimum that is likely to result in a new 
prevailing minimum substantially higher than the 87 cents. 

The Fulbright amendment would not only make the minimum-wage part of the 
act practically meaningless, it would also increase the difference between the cur- 
rent low Walsh-Healey minimum and the New England minimum from 34 to 55 
percent. 

As if this were not enough, the Fulbright amendment would bog down adminis- 
tration of the act in a hopeless morass of administrative procedures. For one 
thing, where the Secretary of Labor now makes a single minimum-wage deter- 
mination for the entire textile industry, he would be required to make thousands 
of them. But even if the Labor Department could handle this gigantic task, it 
would have to hurdle countless obstacles to make these thousands of determina- 
tions stick. The Fulbright proposal would make it possible for anyone to file 
frivolous lawsuits which could completely block operation of the act. 

At a time when the textile industry is in a depression, delays of this sort could 
be fatal to a large number of New England mills, and to the jobs held by thousands 
of New Englanders in these mills. 

While industry has severely criticized the Walsh-Healey Act, the minimum-wage 
provisions have been helpful to the majority of employers who pay fair wages to 
their employees. The Fulbright amendment would kill this one redeeming 
feature but still burden the employers with costly reporting requirements of the act. 
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The majority of American manufacturers who observe fair labor standards and 
working conditions cannot do so if the tremendous expenditures of the Federal 
Government are funneled to low-wage cutthroat competitors It was the purpose 
of the Walsh-Healey Act ‘‘to obviate the possibility that anv part of tremendous 
national expenditures would go to forces tending to depress wages and purchasing 
power and offend fair social standards of employment’’ (Perkins v. Lukens Stee 
Co., 310 U.S. 113 (1940) 

For those familiar with the New England textile history, of the 1920’s and 1930’s 
these words have particular meaning. Prior to the enactment of this legislatior 
and following World War I, southern textile mills, by a continuing downward 
spiral of wages, cut wages by more than half, to an average of $8 per week, and in 
some cases to as low as $4 or $5 per week. This was accompanied in New England 
by the liquidation of over 225 mills, the permanent loss of over 125,000 jobs and 
the hardships and tragedies of dislocations in such texti 
Lowell, Fall River, New Bedford, and many others 

New England State governments, manufacturers and workers were helpless to 
prevent this unfair competition and the drive of southern communities to monopo- 
lize the industry. The Walsh-Healey Act introduced by a Senator and a Congress- 


4 
le centers as Manchester, 


man from Massachusetts was one of several measures to arrest the forees which 
had depressed wages and purchasing power. The emasculation of this legislation 
now would not only be a step backward but would mean less employment and 
wages for New England workers and would be Aa serious blo vy to New | ngland 


manufacturing. 


The CHarrMaNn. I have a letter also from Senator Green, which, 

together with my reply, will be inserted in the record. 
(The letter referred to follows: ) 
UNITED STATES SENATE, 

lp 114. 195 

Senator BurRNET R. MAYBANK, 

Chairman, Senate Committee on Banking and Currenc 

Senate O flice Building, Washington 25, D. ( 

DEAR SENATOR MAYBANK: It has been ealled to my attention 

Committee on Banking and Currency in its consideration of legislation to amend 

and extend the Defense Production Act has been prese! ted with a proposed 

amendment which would amend and weaken the Walsh-Healey Publie Contracts 

Act in many respects. 

The Walsh-Healey Act, as you know, was enacted over 15 vears ago to protect 





prevailing labor standards from being depressed by Government expenditures 
It had the additional purpose of protecting legitimate dealers, in bidding « 
Government contracts, from the competition of undependable contractors and 


brokers. With a few exceptions the provisions of this act have remained w 
changed since its enactment, including the period during World War I] 


It is obvious to me that the proposed amendment would considerably revise 


the present authority to establish labor standards in the field of Government 
contracts. As I understand it, probably one half of all Government supply cor 
tracts would be removed from the protection of the Walsh-Healev Act and the 
determination of prevailing minimum wages as now provided under the act would 
be completely disrupted. 

I do not believe that the standards established under the Walsh-Healey Act 
are impeding the purposes of the Defense Production Act I believe that any 
proposal of so drastic a nature will have broad implications in the field of labor 
standards in relation to Government procurement policies and should receive 
thorough consideration. With this in mind I believe proposed amendments to 
the act should be referred to the Senate Committee on Labor and Public Welfare 
for full discussion and hearings 

I request, Mr. Chairman, that this letter be made part of the minutes of the 
committee meeting and of the hearings on the Defense Production Act, and th: 
my suggestions be given favorable consideration. 

Yours very truly, 


a 


THEODORE FRANCIS GREEN. 
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UnitTep States SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
May 2, 1952. 
Hon. THEODORE FRANCIS GREEN, 
Uniied States Senate, Washington, D. C. 


Dear SENATOR GREEN: Your recent letter suggests that amendments proposed 
to the Walsh-Healey Public Contracts Act should have the benefit of discussion 
by the Committee on Labor and Public Welfare. 

Our committee has postponed action on amendments proposed to the Defense 
Production Act until the week of May 12. When we resume action on these 
amendments I shall bring your letter to the attention of the committee. 

Sincerely yours, 
Burnet R. Mayspank, Chairman. 


The CHarrMAN. We have Mr. Casson and Mr. Sullivan. 


STATEMENTS OF WILLIAM F. SULLIVAN AND A. B. CASSON, BOS- 
TON, MASS., REPRESENTING COTTON AND RAYON TEXTILE 
MILLS 


The CHarrMAN. You gentlemen are to present, as I understand, 
certain thoughts of the New England group. Senator Saltonstall 
asked if we would be good enough to hear you gentlemen today. 

Mr. Casson. My name is A. B. Casson, of Boston. 

We are not both going to testify. Senator Saltonstall asked me to 
testify in this connection, but my connection with the cotton and rayon 
textile mills is limited to Massachusetts. Mr. William F. Sullivan’s 
connection is with the northern mills, and it is New England-wide. 

I will ask that Mr. Sullivan testify in my stead. 

Tae CuarrMan. We will be glad to hear from you, Mr. Sullivan. 
Do you have a printed state nent. 

Mr. Suuiivan. Unfortunately, not. 

My name is William F. Sullivan, 80 Federal Street, Boston, Mass. 

I represent the New England Cotton and Rayon Manufacturers. 

Senator Saltonstall was kind enough to ask Mr. Casson, and he to 
ask me, to present a point of view which at times may sound sectional, 
but which we do not intend to be sectional and think has a much 
broader aspect. 

It has a broader aspect than merety cotton and rayon mills in New 
Ongland. It has an aspect which affects the whole cotton and rayon 
industry. 

We in New England are approximateiy 20 percent of that very 
large industry, and the health of that industry in turn affects the 
health of the mills in New England. 

I would like to speak about Senator Fulbright’s amendment, and I 
would like to call to your attention and ask you to give particular 
thought to the effect of these amendments on the situation which | 
am about to outline. 

The direction of my argument will be opposed to the incorporation 
of these amendments in the Defense Production Act. 

As I understand the purpose of the wage provisions and the exemp- 
tion provisions of the Walsh-Healey Public Contracts Act, it is this: 
It is not setting a fixed minimum such as the Fair Labor Standards 
Act fixes, which all employers subject to its provisions must pay. It 
sets forth a policy for the United States Government when it acts as 
a buyer. 





\ 





952. 


yposed 
ussion 


efense 
these 


nan. 


BOS- 
TILE 


stand, 
nstall 


me to 
rayon 
ivan’s 
ide. 


livan. 


ass. 
ers. 
he to 
ional, 
much 


n New 


rayon 


t very 
ts the 
and | 
ticular 
hich l 


ration 


‘xemp- 
is this: 
ndards 
ay. It 
acts as 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 2533 


At present and in the past the Government has been a substantial 
buver of textiles. Last year it purchased between 8 and 10 percent 
of the total output of cotton and rayon mils, and I understand 
about 45 percent of the total output of the woolen and worsted mills. 

It is our position that it would be unwise for the Government, as a 
purchaser, in an industry as highly competitive as this, to award its 
business and spend the Government’s money on those employers who 
pay less than the prevailing minimum wage on a Nation-wide basis. 

Briefly, it is important to understand the character of this industry 
about which I am talking, which is similar, in turn to shoes and 
leather, and woolen and worsteds. It is highly competitive. 

There are half a million employees in this industry in over a thousand 
plants from Maine to Mississippi. 

Senator FuLtsrieut. Did I understand you to say that you think 
that is what the law actually provided or that it is a desirable thing 
that you approve of? 

Are you a lawyer? 

Mr. Suutiivan. Yes, sir. I am a lawyer. 

Senator Fu.tsrigutr. Do you think that is what the Walsh-Healey 
Act actually provides, that which you have just stated as being a 
desirable objective? 

Mr. Suuuivan. It has been so interpreted and applied. 

Senator FuLBricnt. Do you mean by the Department of Labor? 

Mr. Sutuivan. Yes. 

Senator Futsricut. Do you so interpret it? 

Mr. SuLuivan. Senator, | would like to help you out on the legis- 
lative history of it, but I have not examined it. I listened to you 
this morning 

Senator Futsricutr. You have read the act, have you? 

Mr. Sutuivan. | have read the act, sir. 

Senator Futsricur. How do vou interpret that language in sec- 
tion 1 (b)? Do you think it says that they should provide, not 
really minimums in the sense of the Fair Labor Standards Act, but, 
as it has been inte rpre ‘ted, rather a desirable medium, because they 
do not take, in any case, the actual minimum, and it would be applied 
on the basis of the locality. 

Now what you are really arguing is that the local vvommiahan in 
New England ought to be applied all over the United State 

Is that not the substance of yvour statement? 

Mr. Sutitrvan. No, sir; that is not the substance. 

Senator Futsrienr. | thought it was. 

Mr. Sutiivan. I think I will demonstrate that as I go along. 

Senator Futsricutr. What do you think this language means that 
we read this morning? 

Mr. Suniivan. I have assumed that because it was so interpreted 
by the Seeretary and was found by the courts not to have been 
frivolously or arbitrarily interpreted 

Senator Futspriest. That has not been sul je cted to the courts. 

Mr. Sutiivan. I understood that, in the Lukens case, it was. 

Senator FuLtBrocur. Have you read the Lukens case? 

Mr. Sutirvan. I read it sometime back. 

Senator FuLBricHtr. What did you understand? 

Mr. Sutuivan. That the Secretary’s interpretation of the language 
was given particular weight and was virtually conclusive. 
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Senator FuLtBricut. Where did you get that understanding, from 
your own reading or from what the Secretary said this morning? 

Mr. Suuturvan. Well, sometime back I read it. 

Senator Fu.srienr. Is it not a fact that all that case held was that 
one who wished to contract with the Government had no standing 
to question this interpretation? 

In other words, the court was without jurisdiction to entertain 
this case. Is that not what it really held? It threw him out of 
court, in other words. 

Mr. Suxuuivan. Senator, it has been sometime back since I have 
read it, and I have not read up on the law or legislative history part 
of this. I merely wanted to point out some of the economic aspects 
and its impact on our people in the event that this interpretation 
were changed. 

Senator FuLpricut. As a lawyer, do you not think the committee 
and the Congress ought to be interested in whether the law is carried 
out as it is written? 

Mr. Sutuivan. I do, Senator, but I do not think I am your best 
witness for that, because I do not think I am qualified to express an 
opinion. 

Senator FuLtpricut. Being a lawyer, I felt you were qualified to 
give your view, at least. 

I would like to hear you address yourself to the specific amendments 
that have been offered and not to the desirability of everybody having 
high wages 

Mr. Suuutivan. I do not intend to address myself to the desirability 
of having high wages, but our experience, which has been very bitter, 
in New England and which has meant the loss of 125,000 jobs and 
$225 million—— 

Senator FutBricut. Because of the Walsh-Healey Act? 

Mr. Sutiivan. No; because of the economic forces in the industry. 

Senator FuLpricur. I wanted to pin-point what this committee is 
considering. 

The CuatrMan. I come from a State that makes 90 percent of the 
print cloth in America. It is the largest cotton-manufacturing State 
in the Union. I have heard no complaint about the Walsh-Healey Act. 

Mr. Sutuivan. I think, if I could go back, Senator Fulbright, par- 
ticularly, to what led up to the situation in textiles, particularly in 
1933, it will give you an understanding. 

Senator Futsricut. These are difficult problems, but I do not see 
how it relates to Walsh-Healey, and why you think that medium 
should be used to prevent the development which has taken place 
as a result of economic factors. 

One thing I wanted to put in the record is this: Is it true that em- 
ployment as a whole in New England has gone down, or is there a 
shifting that is taking place out of some industries into others? Are 
there not other industries growing in that area while textiles are 
going down? 

Mr. Suuuirvan. There is a growth, and there is a shift. 

Take Manchester, N. H. That shift was made, but it was made 
after almost 10 years of hardship. 

Senator Dirksen. Mr. Chairman, may I ask a question? 

Mr. Sullivan, what areas up there have been declared to be dis- 
tressed areas by the Secretary of Labor under powers which he 
now has? 
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Mr. Sutiivan. Practically all the cotton and woolen and worsted 
textile centers bave been declared distressed areas. 

Senator Dirksen. Can you particularize a little? 

Mr. Suuutvan. Fall River, New Bedford, Lowell, Lawrence; I 
think Lewiston, Maine, has now been declared a distressed area. 
The whole Providence area. 

Senator Dirksen. The second question would be, Why were they 
declared distressed areas? What is the reason for the unemploy- 
ment or disemployment? 

Mr. Sutitivan. Let me say this: Probably a year ago—I would 
not be here at all and it would not have been a problem. 

You see this Walsh-Healey legislation was depression legislation. 

These mills are, and a large part of the cotton textile industry is, 
in serious condition. 

More than half the people in the industry are werking less than 
5 days a week. It has made us examine some of the reasons behind 
this Walsh-Healey legislation which we do not think is any complete 
cure-all but is an indication of a Government endeavor to stabilize 
wages in an industry which is two-thirds unorganized. That is 
without any union representation. It employs over a half million 
people in over a thousand plants. Some of them only employ a hun- 
dred people or less. 

In that big, sprawling industry, which is the very epitome of free 
competition and enterprise, and in which, particularly in our New 
England mills, the cost of labor wages to the workers is the single most 
important element in making a yard of broadcloth. It is +5 percent 
of the cost. 

There is a danger of lack of stability in that industry. From 192 
to 1933—let me give you just a few figures as to what happened to tha at 
industry and what led it to be NRA Code 1, at the request of employers 
from all the States who came to Washington to try to solve this 
problem which had come up. 

During that period a $180 million a year less was paid in wages 
between 1923 and 1933. 

The value of the product produced dropped by over $1 billion, and 
yet the production in yards, or pounds, remained the same. 

In other words, the production was the same, but, because of 
depressing forces, the vicious spiral of inflation brought those items 
down. 

The CuarrMan. But did not everything go down then? 

Senator Dirksen. Take Providence. There is quite a custom 
jewelry center there, is there not? 

Mr. Suuiivan. Yes. 

Senator Dirksen. Now is it conceivable, because they could not 
get gold or silver or metal, there was a wholly different reason for 
unemplovment there. 

Let us take the Textron Corp. up in New Hampshire. I suppose 
they moved at least one plant down to Puerto Rico for the very good 
reason that they felt they could manufacture more cheaply and still 
get the stuff back here and pay the transportation charges and prob- 
ably sell them a little cheaper to the consumer. 

The residual question then is, Do we depend upon the law in order 
to prevent this sweep of economic forces which reorients industry in 
the country? 
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We have a similar problem. Coal mines are being abandoned in 
southern Illinois. I do not know whether we ought to resort to 
Federal law or rather avail ourselves of whatever we can under this 
free system to get some new industry in there to develop some of the 
timber resources that are native to that area of the State, rather than 
take an arbitrary or perhaps a capricious method for trying to stabi- 
lize it. 

Mr. Suuiivan. Take the Textron case, Senator. Were the United 
States procurement authorities to say that Mr. Little pulled so many 
mills out of New Hampshire and set them up in Puerto Rico, and he 
is paying about 30 cents an hour on the average, whereas the mills in 
the Senator’s State are paying, I do not know what, but easily five 
times as much as that. 

The CuarrmMan. We pay just as much as New England pays. 

Mr. Suniivan. I think it would be a mistake to use the Govern- 
ment purchasing authority to funnel the procurement of Government 
orders into that low-wage Puerto Rican plant. 

Senator DirksEN. That was not a case of Government order, was it? 

Mr. Suntitrvan. No; but if you do not have some provision—the 
Government buys on a competitive-bid basis, and the man with the 
lowest wages is going to have the lowest costs. 

Senator Drrxsen. If it were a foreign country, it would be a 
different thing. 

Mr. Sututvan. That is right. 

Senator Dirksen. But we have a problem there. 

Mr. Sutitvan. It isa peculiarily American problem. 

Senator Dirksen. The management of Textron decides that maybe 
they can do a good turn when the men are not working in the sugar 
fields, which is a short season down there, and provide some employ- 
ment. If employment is not provided, then we find Puerto Rico 
on our doorstep asking for sundry millions to keep body and soul 
together, so the question is, Where do these alternating forces finally 
wind up, unless we have total direction at the top to cure every 
dislocation as it comes along. 

Mr. Suturvan. I do not think this question we have before us is a 
question of total direction from the top. 

If you were an individual private purchaser of 10 percent of the out- 
put of this great industry and you knew—believed—that there might 
be the possibility of a war in which you would have to purchase as you 
did in the last war, 60 percent of that production, and turn every 
wheel and loom to get it out and still not have enough, you might 
very well say to yourself, “Well, I think that the low-wage mills, 
those who are paying less than this prevailing Nation-wide minimum, 
they will get a certain amount of civilian business. I will give my 
business only to those mills which pay the prevailing minimum or 
better; by that way I preserve those mills in time of stress so that that 
capacity is available in the event of war.” 

I think large business purchasers frequently take that point of 
view; and, in a Government point of view, in an industry which is now 
in a depression and legislation which was born in that depression, which 
affected it and other industries, and dropped the wage rates—the 
wage rates both North and South were slashed between 1920 and 
1933—in the North as a result of this competitive situation where 
each manufacturer was trying to meet the other man’s price, wages 
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went down from 53.6 cents to 27 cents an hour, a drop of 26 cents or 
almost a 50-percent slash in wages. Included in that were bitter and 
long strikes, one extending 6 months. 

During the same period- ‘and it is not a sectional issue at all— 
may I say that the southern wages went down from 43 cents—this is 
the average wage—to 20 cents, or a drop of over 50 percent. 

Mr. Dirksen. Let me get back to your earlier observation and 
then I think I will get to the conclusion that I seek: 

You said the poundage that has been developed in the textile 
industry in New England is about the same as it was in earlier years, 
but that the take-home pay had gone down. Is that correct? 

Mr. Sutiivan. Between 1920 and 1933. Actually the poundage or 
square-vard output of the industry remained about the same, but the 
payroll index dropped from 122 to 44, or 78 points. Actually the 
employment index only dropped 30 points. In short, wages went 


down three times as fast or almost three times as fast as employment 
went down, and thi production remained about the same So that 
the industry, which at that time and probably now also, was burdened 
with overcapacity, was cutting its own throat. But when it cut its 
own throat, the only place, the place upon which the greatest pressure 


could be place d, was the emplovees themselves. 
The CHarkMan. That may be true but the price of cotton went 


from 42 cents to 8 cents, so the poor farmer was In that cut 


Mr. Sutuivan. That is right. I think legislation has been enacted 
to attempt to avoid that vicious down-cutting. It is in the employer’s 
ints rest, An employer doe Ss not like to cut wages. tle on! does it 


because he has to meet competition tO Stay alive 
Senator Dirksen. We get into the burden of vour arcumen Y 

is roughly this: You favor the retention of the Walsh-Healey Act as 

is, because it equalize s to some degree comp ‘tition for the mills thi 

you represent, is that right 
Mr. Sunturvan. And for mills in other States. I do not speak fon 

them but I eall your earnest attention to this: For exan | 

is average, but in Virginia, in broad woven fabries, cotton, silk, and 

synthetic fiber, the average wage in that State, in January 1952, was 


» 


| 1. : 
eC, all We have 


il 


$1.33 an hour. In Texas, it was $1.08. In Tennessee, $1.23 In 


New Jersey, $1.29, and in Georgia, $1.22. If there is no establish- 
ment of a prevailing minimum at which the Government will buy, 
then obviously the Government is forced under a competitive-bidding 
procedure to go to that mill which can produce cheapest. The South 
now holds at least 80 percent of the industry. We are just the tail of 
the dog up there. 

The CHatrMan. Yes, but you are getting more Government con- 
tracts than the South gets. 

Mr. Sunuivan. More textile contracts. 

The CrarrmMan, Yes. 

Mr, Suntivan. J have searched for those figures for a long time, sir 

The Cuarrman. I have put those figures in the record. (See p. 2486.) 

Senator Dirksen. I wanted a definite answer on the record. 

You do agree with the point we have been leading up to, that where 
the procurement of Government supplies and materials is involved, 
you want the Walsh-Healey Act to remain because it is an instrument 
for making competition just a little bit easier for your area. Would 
that be a fair statement? 
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Mr. Sutuivan. This is a fair statement. I might put it another 
way. It creates a slight stabilizing force; a countervailing power if 
you want—that power of the Government as a buyer. W hen Uncle 
Sam has his buying coat on, he says, ‘‘In this highly competitive 
industry, I am not going to buy goods from people who pay less than 
the prevailing rate to their employees.” 

It is of equal importance to each State. Wage rates vary to some 
extent but not very greatly among the New E ngland mills. Among 
the individual mills in the Southern States, the variations from the 
figures [ have just shown you, which are only averages, we know are 
very great. 

The prevailing minimum now established by the Secretary of Labor 
is 87 cents, and it was established in 1948. At that time that was the 
minimum paid by the large producers in the South. They were that 
part of the industry which was organized, numbering about 15 to 20 
percent of the southern employees. who were represented by unions. 

The CuHarrman. Now the 80 percent that was not represented by 
unions, they paid the same wage rate practically, did they not? 

Mr. Suutrvan. My information—and yours is undoubtedly supe- 
rior, Senator—is that there was at least another 20 percent of such 
important producers as Cannon and Cones, unorganized mills, and 
Stevens and Burlington, who went along and paid the same rates. 

A redetermination now of the minimum wage under Walsh-Healey 
would, I presume, be based on the same principle that the South is the 
controlling factor, that they would look at those wages of that pre- 
dominate section which is now in the vicinity of about $1.03 an hour, 
and New England’s minimum wage of $1.135 an hour would be out. 
But if these amendments go through and the rate falls back to the 
75-cent rate, then those mills that are paying $1.03 or $1.035, in 
Virginia, North Carolina, and South Carolina, they are going to be 
at a serious competitive disadvantage on getting Government bids, 
with the mills that are paying any thing less than that, but certainly 
with those paying 75 cents to 87 cents. 

The CHarrMan. Take this off the record. 

(Discussion off the record.) 

Mr. Suuuivan. The average wage and fringe in the North—by 
“fringe”? I mean paid holidays, vacations, and insurance, which our 
people enjoy, when they are working—that the average cost per hour 
of wages and fringes in New England is 31 cents an hour higher than 
the average in the Southern States. 

The CuartrMan. I do not argue with you. All I am trying to say 
is that there is a lot more than the wage laws and the W alsh- Healey 
law that affects the movement of the textile mills to the open 
fields down South or to the Southwest. 

You had the better grade of labor. However, our people are rapidly 
improving their own situation through their own efforts. 

Mr. Sunutvan. Now the South has 80 percent of the industry and 
we have 20. It is one of the great tragedies of New England, if you 
travel through cities in the Merrimac V alley, the empty mills and the 
people who have built up their skills and lost them. The suffering 
was most acute in 1933, and I believe the suffering was equally acute in 
many areas of the South. The employers came up and formed the 
first NRA code, the purpose of which was to set a fixed minimum 
wage below which they would not fall, and a fixed number of hours. 
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I call to your attention, gentlemen, what I consider a very fine docu- 
ment prepared for President Roosevelt in 1935 by his Cabinet com- 
mittee on the cotton-textile industry. 

The CuarrMan. How long a document is that? 

Mr. Sutuivan. The report of the committee itself is 21 pages. 

Senator ScHoEPPEL. I would like to ask Mr. Sullivan this question: 
I think we are expecting by enactment of this law to provide a panaces 
for a lot of economic ills. I think the underlying factor troubling you 
people up in New England is the very thing that the Senator from 
Illinois brought out here. 

But what is going to happen if this great day comes—and I hope it 
it is within a very, very short time, when wars and rumors of wars and 
cold wars are a thing of the past and we come back then to the com- 
petitive economy. Then what are you going to rely upon? What is 
my section going to rely upon? You people up in the New England 
areas did not want to pay a price for wheat and corn and feed stuffs 
and all this and that, which was a factor within our own area? Are 
we going to develop the situation and insist on Government playing 
animportant part? Namely, that we have to take care of all economic 
ills and eliminate all competition? How far are we going to drive 
this thing? How far can we go in our competitive enterprise system 
to accomplish some of these things, if we are going to level off the wage 
structures all over the country so that you eliminate competition? 
Even in the stress of war time. Do you not think it is a dangerous 
proposition to follow? If we do that, what are we going to do about 
capital? Not too many years ago, all the wealth was on the eastern 
Atlantic seaboard. We in the great West were at your mercy. And 
how you foreclosed on us. 

Mr. Sutuivan. For the past few years or more, the Congress or the 
Government has been struggling with the problem of inflation. Prior 
to that, and following the de ‘pression, was the very severe problem of 
the deflation. The dropping of the—particularly in these competitive 
industries such as textiles—wages down to 20 cents an hour, and 
minimums of 10 cents an hour—and I think you are probably aware 
of similar situations in coal. 

There, the employers nor the employees or the community were 
happy with that situation. 

At that time the first Roosevelt administration came in. He 
endeavored to take certain steps. One was the NRA code. The 
Walsh-Healey law, I believe, is a great outgrowth of that. After the 
code went out and when Walsh-Healey was enacted, the employers 
in the cotton textile industry agreed voluntarily to abide by that code 
of a minimum wage and a maximum number of hours and other labor 
standards. 

There was in addition to the Walsh-Healey provisions which super- 
seded the code, there was another instrument known as the Wagner 
Act, which was intended to encourage collective bargaining and union 
organization, so that the unions would have the effect of carrying over 
and keeping a uniform or stabilized situation. 

Now the fact remains that in cotton textiles there are probably less 
spindles organized today than there were back in 1923; that the touted 
“Operation Dixie’’ has just not worked in Dixie. 

This industry, different from steel, automobiles, and many others of 
America’s large ‘industries, being made up of a lot of small plants, is 
substantially unorganized. 
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So if that influence were what the makers of the Wagner Act 
anticipated—well, it has not had that influence here, because the high 
point of union organization in the South was 15 percent or 20 percent, 
in textiles. You are dealing with an industry which already is in a 
serious depression and deflation and has been in that situation for 
13 months. 

‘Twenty-five thousand of our people in our textile centers in New 
England have exhausted their unemployment-compensation benefits. 
They have exhausted them completely. 

1 think a lot of people do not understand the stress. With all due 
respect to Senator Maybank and his conversation, as I understand it, 
around oe today, on the surplus-manpower hearings which were 
held here in W ashington in the past month or 6 weeks, numerous 
southern Congressmen and southern re presentatives came in and said, 
“You ean’t shift any production to New England because it will put 
our people out of work,” and over and over again was repeated the 
situation in which people had been laid off for weeks and they were 
running short-time. 

Now accurate, up-to-date figures on that big, sprawling industry in 
its 1,200 plants of all sizes throughout the Southeast, is very hard to 
get. We know prices are at a depression level, and we know only 
from what we can pick up in the trade that the unemployment and the 
lay-offs and the curtailments in the South are now increasing and have 
ever since around February been increasing at a very rapid rate. The 
market tells us that. There are figures on inventories that have been 
built up. 

Now a vear ago I probably would not have been here but we have 
been facing this thing for a year, and the labor cost is the single, most 
important factor. You see, we buy cotton on exchanges, so we all 
pay the same price. In New England we have to pay $1.50 a bale 
to bring it up there. That is the equivalent of about two-thirds of a 
cent an hour in wages. So it is not significant, compared to these 
substantial wage differences. 

Now we do not anticipate that the Walsh-Healey would bring the 
South up to the North. We think that would be arbitrary and 
capricious. In fact the Secretary has never done it. He would per- 
haps bring it up to the $1.03 level of the better mills in the South, or 
maybe some ‘fhing less, I do not know. But to say, “No, strike that 
out, you don’t even have the 87-cent minimum any longer’ is un- 
thinkable. Before the Secretary could get around to 1,500 localities 
to make determinations, the chiseler could open a new mill in a new 
locality and establish a rate of 75 cents. Establishment of the pre- 
vailing minimum in this industry, whatever . - be—and I think 
it is probably somewhere in the vicinity of $1.01, $1.02, $1.03, 
somewhere in there—would not solve our aint m in New E ngland 
completely. We have a very, very difficult problem. It goes far 
beyond the Walsh-Healey: Act, but believe me, gentlemen, this Senate 
would take a step backward from that which the men in the industry 
themselves worked out in the gruesome years of 1930 and 1933, 1f 
they were to say, ‘We are going to buy from the fellow with the lowest 
wages.” 

Senator Futsricut. What you really want is the NRA reinsti- 
tuted, is it not? 
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Mr. Sutiivan. No, Senator, I am just talking about this very 
minor but nevertheless important function or arm of Government 
which stepped into this wage-cutting spiral to say, ‘‘We, at least, as 
buyers will not buy from the wage cutter.” 

Senator FuLsricut. If you apply it to textiles, you would have to 
apply it, of course, to all industries. 

You advocate a Nation-wide minimum for all industry then, do you 
not? 

Mr. Sutuivan. We have that. It’s 75 cents. 

Senator FuLsrieut. Textiles is a dying industry in your territory. 
This movement started long before the Walsh-Healey Act was heard of. 

Mr. Sutuivan. Walsh-Healey was put in as one of those instru- 
ments to avoid rewarding the man who cut his wages down and down 
and down—and I understand some of them were down to 10 cents an 
hour—and others had to follow. Those who survived had to follow, 
with bitter strikes, turmoil, and unhappiness, and that is what lead 
to the Wagner Act and the Walsh-Healey was a more flexible method 
than a single, across-the-board principle of the wage and hour law. 
It was a very mild thing. Uncle Sam, as the buyer says, he would 
not buy from the wage cutter. He would not buy from the very low 
man on wages. If he can get his costs down there and he can get his 
price down, he can have the business, but we are not going to give it 
to him because he takes it out of the workers, because when plant A 
and plant B, side by side—and it happened in the leather industry in 
Massachusetts; a very interesting story of 75 plants in an area- 
plant B cuts his wages to meet a market, then plant A has to cut, and 
B cuts and they just cut each other’s throat. That is not good for 
the Nation and it is not good for an industry such as ours, which pro- 
duces vital war goods, which employees a half million people, and in 
the same degree to those other 700,000 people who work in other 
branches of the textile industry, or to the X hundred thousand people 
who work in shoe and leather, or other competitive industry. 

Where you have a completely unorganized situation, then I think 
it is right for the Government to say, ‘‘We will not reward the man 
who has wages lower than the prevailing minimum.” 

Senator ScHorpreL. The Walsh-Healey Act was supposed to elimi- 
nate sweat shops and poor working conditions. We came along and 
established a minimum wage over the country. Many thought at 
that time this would eliminate the Walsh-Healey Act. Many people 
thought that. 

If you go into some areas in the country today, vou will find, for 
example, a plant in airplane production or some other type of war 
production paying a good wage. The Government goes into that 
plant, by reason of a decree sent out from the Labor Department and 
states that the wages shall be, say $1.05 an hour for the man who 
sweeps out the plac e, and then scales on up from there. It caused 
disruption in all those cities out there in plants that do not have 
war production. It is forcing them to the wall because it is taking 
their labor out. It requires them to raise their w ages in order to hold 
their key people. 

It does not just affect your area altogether. 

A lot of them are going out of business because they cannot accept 
the competitive difficulties that develop. If they are organized, then 
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it shifts those smaller ones out and they go by the wayside and those 
that are organized and who can fall into the combination for the time 
being in the war effort are the ones who for a day prosper. 

Well, what is going to come after it? That is what worries me. 
What is coming after it? 

Should we expect to have a minimum wage set all over the country 
in order to have things keep in status quo, so that all you have in 
New England or all we have in Kansas or what we have in the South 
cannot shift to these other places by reason of better working condi- 
tions, where people can work for less than they are able to work for 
in New England and legitimately so? 

That is the big problem that presents itself to me: How are we 
going to do by law what competition in this country of ours has done 
successfully, and brought prosperity? I don’t think we can be quite 
so arbitrary about it as some would have us be. 

Mr. Sutiivan. I agree that the Walsh-Healey Act is undoubtedly 
a difficult thing and that there are many gripes and squawks against 
it. I hear it among my people, too. However, the Walsh-Healey 
Act merely is intended—and insofar as our industry is concerned has 
operated that way—to take whatever the parties themselves have 
established as the prevailing minimums. 

Senator Scnorpren. That js not true in my area. 

Mr. Sututvan. It so happens they did not take the minimums 
established through collective bargaining in New England. They 
took the minimum that was established through collective bargaining 
and by other mills which followed that, in the Southeast. 

So it is not a question of our trying to raise southern wages. 

It is just a question of how far we are going. People at one time 
felt that we had come to the bottom and would then go up. We have 
revised our position. 

It will soon affect all parts of the industry. It will affect Virginia 
and North Carolina when lower wage mills in some other States can 
and will take Government business away. But more important than 
all this is, what is the Government’s policy? Is the policy of the 
Government to reward the lower wage? ‘To reward the man who cuts 
to 75 cents? If that is going to be the Government’s policy, our 
managements will want to know it. 

Senator ScHoppre.. | think you are going pretty far there. I 
do not know of an industry in the entire Midwest that establishes 
itself on a minimum of 75 cents an hour. I simply have never heard 
of it. I know of no place in the country, in any recognized industry, 
that is capable of taking a war contract at anywhere near that figure. 
So when you use 75 cents—I know you are using that as a theoretical 
approach—lI just do not think the facts will bear you out. 

Mr. Sutiivan. We feel now in New England we are in competition 
with firms in the Deep South, who probably pay—it is our best under- 
standing ; figures are difficult to get—a 75 cents an hour minimum. 
We know they have average wages ‘ereatly below ours. ‘This, of course, 
is in the civilian market. 

The average straight-time hourly wage in New England, which is 
fairly uniform, the average, is 22.5 cents an hour higher—this is with- 
out any fringes—than the average wage in the Southeast. Now that 
is a pretty severe clip. Add to that a conservative estimate on fringes 
—call it 30 cents—that means in the yard of broadcloth in your shirt, 
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which is now selling for about 30 to 33 cents a yard, that means 3 cents 
a yard more of cost. And you buy or sell on the fraction of a cent. 
So the wage fringe is very important. We are in a tough spot and we 
know it. “We do not expect Walsh-Healey to bail us out of it but we 
do say, with this situation shaping up as it did in the 1920’s, that it 
would be a grave mistake for the Federal Government as a buyer to 
say, “It is our policy to say we will buy from the fellow who produces es 
cheapest and we do not care if he pays less than the prevailing mini- 
mum wage to get it.” 

I do not think that this Congress wants to adopt that type of ap- 
proach. I do not know how far we are away from this deflationary 
spiral, on a wider scale than textiles, and shoes and leather. But we 
are in it. 

Senator Futspricur. Mr. Sullivan, do you have any objection to 
subjecting the decisions of the Secretary to judicial review as provided 
in the third amendment? 

Mr. Suuurvan. | think I do, Senator, and for this reason: I think 
it would mean that the decisions would be a long time in coming. 
Time-consuming claims could be made as per the amendment by any 
manufacturer, employee, or union. The value of this kind of legisla- 
tion is that there is a reasonably prompt settlement of cases. Delays 
mean that it is ineffective because the spiral of inflation or deflation 
has long since passed and it will be too Jong in coming. 

Senator Futsricut. Do you believe in uniform wage rates through- 
out the country? 

Mr. Sutiivan. I do not propose that. 

Senator Futsrieur. It is uniform in industry, is it not? 

Mr. Sutuivan. I propose that the Government not buy goods from 
producers who pay less than the prevailing minimum rate. Obviously 


we pay well above it. There will be variations above it and there will 
be manufacturers below it and he may say, “I will not sell to the Gov- 
ernment because I will not pay the prevailing minimum wage. But if 


I want that business, I have to pay the minimum and be a good enough 
producer to be able to sell it to the Government on a competitive-bid 
basis.” That is what he must say to himself. 

Senator Fu.srient. Is that all you have to say? 

Mr. Sutnivan. Yes, sir; thank you very much. 

Senator Futsricur. | understood, Mr. Casson, that Senator Salton- 
stall will not appear himself. 

Mr. Casson. I understand he will not appear and this presentation 
is a substitution for his appearance. 

Senator FuLBricHtT. Several members of the committee will have to 
go to the White House and we will have to recess until 10:30 in the 
morning. We will recess now until 10:30 and meet in our committee 
room. 

(Where upon, at 4:45 p. m., the committee recessed to reconvene at 
10:30 a. m., Tuesday, May 13, 1952.) 











S. 2645 


DIRKSEN AMENDMENTS 














DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 





MONDAY, MAY 12, 1952 


Unitrep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met, pursuant to recess, at 2:45 p. m., old Supreme 
Court room, United States Capitol, Senator J. Allen Frear, Jr., 
presiding. 

Present: Senators Maybank (chairman), Fulbright, Frear, Cape- 
hart, Ives, Schoeppel, and Dirksen. 

Senator FreaR (presiding). The hearing will be in order. 

This afternoon, the committee will hear testimony on S. 2645, 
dealing with certain amendments to the Defense Production Act of 
1950 and the Housing and Rent Act of 1947, as amended, submitted 
by Senator Dirksen. 

Without objection, the amendments will appear in the record at 
this point. 

(The amendments referred to are as follows:) 


{S. 2645, 82d Cong., 2d sess.] 


AMENDMENT Intended to be proposed by Mr. Dirksen to the bill (S. 2645) to amend and extend the 
Defense Production Act of 1950. as amended, and the Housing and Rent Act of 1947, as amended, viz: 
On page 3, after line 6, insert the following new subsection: 


(ec) Section 403 of the Defense Production Act of 1950, as amended, is amended 
by inserting ‘‘(a)”’ after “403.’”’ and by adding at the end thereof the following new 
subsection: 

“(b) (1) There is hereby created, in the Economic Stabilization Agency, a 
Wage Stabilization Board (hereinafter in this subsection referred to as the ‘Board’) 
which shall be composed of members representative of the general public, members 
representative of labor, and members representative of business and industry. 
The number of offices on the Board shall be established by Executive order, but 
the number of members representative of the general public shall at all times 
exceed the aggregate of the number of members representative of labor and the 
number of members representstive of business and industry. The number of 
offices on the Board for representatives of labor shall equal the number of offices 
on the Board for representatives of business and industry. Among the members 
representative of labor, at least one shall be a person who is not a representative 
of any organization which is affiliated with either of the two major labor 
organizations. 

‘*(2) The members representative of the general public shall be appointed by the 
President, by and with the advice and consent of the Senate. The members 
representative of labor, and the members representative of business and industry 
shall be appointed by the President. The President shall designate a Chairman 
and Vice Chairman of the Board from among the members representative of the 
general public. 

‘(3) The term of office of the members of the Board shall be one year, unless 
sooner terminated in accordance with section 717. Any member appointed to fill 
& vacancy occurring prior to the expiration of the term for which his predecessor 
Was appointed shall be appointed for the remainder of such term. 

““(4) Each member representative of the general public shal] receive com- 
pensation at the rate of $15,000 a year, and while a member of the Board shall 
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engage in no other business, vocation, or employment. Each member repre- 
sentative of labor, and each member representative of business and industry, shall 
receive $50 for each day he is actually engaged in the performance of his duties as a 
member of the Board, and in addition he shall be paid his actual and necessary 
travel and subsistence expenees in accordance with the Travel Expense Act of 1949 
while so engaged away from his home or regular place of business. The members 
representative of Jabor, and the members representative of business and industry, 
shall, in respect of their functions on the Board, be exempt from the operation of 
sections 281, 283, 284, 434, and 1914 of title 18 of the United States Code and 
section 190 of the Revised Statutes (5 U.S. C. 99). 

(5) The Board shall, under the supervision and direction of the Economic 
Stabilization Administrator- 

‘(A) formulate, and recommend to such Administrator for promulgation, 
general policies and general regulations relating to the stabilization of wages, 
salaries, and other compensation; and 

‘“*(B) upon the request of (i) any person substantially affected thereby, or 
(ii) any Federal department or agency whose functions, as provided by law, 
may be affected thereby or may have an effect thereon, advise as to the 
interpretation, or the application to particular circumstances, of policies and 
regulations promulgated by such Administrator which relate to the stabiliza- 
tion of wages, salaries, and other compensation. 

For the purposes of this Act, stabilization of wages, salaries, and other compensa- 
tion means prescribing maximum limits thereon. Except as provided in clause 
(B) of this paragraph, the Board shall have no jurisdiction with respect to any 
labor dispute or with respect to any issue involved therein. Labor disputes, and 
labor matters in dispute, which do not involve the interpretation or application of 
such regulations or policies shall be dealt with, if at all, insofar as the Federal 
Government is concerned, under the conciliation, mediation, emergency, or other 
provisions of laws heretofore or hereafter enacted by the Congress, and not other- 
wise. 

(6) Paragraph (5) of this subsection shall take effect thirty days after the date 
on which this subsection is enacted. The Wage Stabilization Board created by 
Executive Order Numbered 10161, and reconstituted by Executive Order Num- 
bered 10233, as amended by Executive Order Numbered 10301, is hereby abolished, 
effective at the close of the twenty-ninth day following the date on which this 
subsection is enacted.” 


Senator Frear. Our first witnesses will be Messrs. Morgan and 
ae at ae ; 
Thornton, representing the Illinois Chamber of Commerce. 

You may proceed, gentlemen. 


STATEMENT OF DONALD A. MORGAN, ILLINOIS STATE CHAMBER 
OF COMMERCE 


Mr. MorGan. My name is Donald A. Morgan. Iam a partner in 
the law firm of Morgan, Pendarvis & Morgan, of Peoria, Ill. 

I have been asked by the Illinois State Chamber of Commerce to 
testify before this committee on its behalf. The Illinois chamber is 
a State-wide civic association with a membership of some 11,000 
business and professional people from the 306 communities in Illinois. 

Its membership represents all kinds of business, some of which, of 
course, are large enterprises, but the great majority are small- and 
middle-size businesses of all kinds throughout the State of Illinois. 

As I understand it, you gentlemen are presently considering Senate 
bill 2645, which would extend the Defense Production Act. That 
amendment to that bill to which we wish to address ourselves is 
known as the Dirksen amendment. 

It would, if adopted, accomplish two primary objectives: (1) It 
would remove from the W age Stabilization Board the dispute-se ttle- 
ment powers which were granted to the Board when it was reconsti- 
tuted by Executive Order 10233 

Senator Ives. May I interrupt there? 
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Senator Frear. Certainly. 

Senator Ives. By what process has this been granted to the Board? 

Mr. Moraan. The dispute powers? 

Senator Ives. Anything that has anything to do with the Wage 
Stabilization Board. There is nothing in the act which refers to a 
Wage Stabilization Board that I have ever heard of. Is it the broad 
language in the act that permits the various and sundry agencies to 
be created for the purpose of reconciling difficulties? 

I do not know what the language is. 

Mr. Morean. That is correct. 

Senator Ives. Out of that, this other business has been manufac- 
tured; is that it? 

Mr. Morean. That is correct, Executive Order 10233. 

Senator Ives. This is to give that type of set-up official approval, 
changing, to some extent at least, its functions? 

Mr. Morean. That is correct. 

The Dirksen amendment prescribes a new Wage Board. (2) It 
would require that a majority of the members of the Board be public 
members whose appointment must be confirmed by the Senate. 

This, of course, is not the first time that Congress has considered the 
question of whether the Wage Stabilization Board should have dispute 
settlement powers. 

At the time of the debates over the renewal of the Defense Produc- 
tion Act in May and June of 1951, both Houses of Congress listened to 
the testimony of many witnesses in connection with the Lucas amend- 
ment, which was designed to remove the dispute-settlement powers 
from the Board. 

The summaries which I have read of that testimony show that 
opinion of the witnesses was sharply cénflicting. Industry represent- 
atives raised substantial fears, doubts, and objections. 

Labor representatives and some public members of the Board 
attempted to minimize all of the objections raised. 

Prof. Nathan Feinsinger, who was than a public member of the 
Wage Stabilization Board, testified on June 11, 1951, before the Lucas 
subcommittee of the House Labor Committee in favor of the disputes 
powers of the Wage Board. Concerning the objections which had 
been raised by industry representatives, Professor Feinsinger stated: 

I think we ought to be taken on faith until the evidence proves the contrary, 


The Lucas amendment was not adopted. Congress and the country 
took Professor Feinsinger ‘‘on faith.’’ It is the position of the Illinois 
State Chamber of Commerce that all of the evidence since that time 
establishes, in Professor Feinsinger’s words, “the evidence proves the 
contrary.” 

THE BORG-WARNER CASES 


As a factual example for my brief testimony, I would like to outline 
for you the facts involving 10 decisions on Borg-Warner Corp. by the 
Wage Stabilization Board. 

I believe that the Borg-Warner cases establish conclusively that the 
Dirksen amendment should be adopted. 

Borg-Warner Corp. maintains its principal corporate office at 
Chicago, Ill. I am not connected with the Borg-Warner Corp. or 
any of its divisions, and I took no part, directly or indirectly, in the 
Borg-Warner cases. All that I know about the matter has been 


963815—52 pt. 5——6 








9550 DEFENSE PRODUCTION aCT AMENDMENTS OF 1952 


gathered from a review of the record in the proceedings and such 
other documentary material as I have been able to obtain. 

Borg-Warner Corp. consists of at least 25 operating divisions which 
manufacture a great variety of products. The corporation is ap- 
parently quite unique in the extent of its decentralization and auton- 
omy of its divisions. That feature of its organization was the subject 
of a long article in Fortune magazine in June 1946, and a discussion 
in a column known as the Round Table in the Chicago Journal of 
Commerce of November 25, 1949. 

The corporate offices in Chicago apparently concern themselves 
principally with corporate and financial matters and the various 
divisions apparently operate virtually like independent corporations, 
with their own boards of managers and officers appointed thereby. 

There is no interference or supervision at. the local division level by 
the personnel of the corporate office. There is not even any industrial 
relations centralization. 

The employees at 12 divisions of Borg-Warner are represented by 
the UAW-CIO. Individual contracts have been negotiated by each 
of those divisions with the union over a period of several years and 
all, or most, of those individual contracts came up for renewal in the 
late summer or fall of 1951. 

In the course of the negotiations, 2 of the 12 divisions were able to 
obtain new agreements with the union for one reason or another, but 
no agreements have been signed as yet at 10 of the divisions. 

In each of those 10 cases, the union made a demand that the his- 
torical pattern of local bargaining be changed to bargaining on the 
basis of all divisions represented by UAW-CIO. 

The company objected to any centralized bargaining with the 
union and refused to negotiaté any kind of a master contract. 

The 10 local unions of the UAW-CIO persisted in their demands 
and in most cases refused to discuss any additional contract demand 
or request. As a result, several divisions, including the Rockford 
Clutch Division, filed charges with the National Labor Relations 
Board that the unions were refusing to bargain. 

A complaint was issued by the National Labor Relations Board on 
the charge filed by the Rockford Clutch Division and the complaint 
- was dismissed pursuant to a settlement agreement between the Labor 
Board, the International Union UAW-—CIO, and the Rockford Clutch 
local thereof. 

In that settlement agreement, the unions agreed to bargain collec- 
tively with the Rockford Clutch Division and agreed not to insist on 
any condition precedent to such local bargaining. 

During the course of the same dispute, the inernational union filed 
charges against Borg-Warner Corp. charging that the company had 
refused to bargain since it had refused to negotiate the master con- 
tract demanded. The Board ultimately refused to issue a complaint 
on those charges and dismissed the charges filed by the union, ruling 
in effect that the corporation had no obligation to negotiate a master 
agreement. 

The proceedings before the National Labor Relations Board were 
pending until the middle of December 1951. In October of 1951, the 
union called strikes at the 10 divisions involved. 

On October 11, 1951, the divisions and the union were notified that 
the President had certified the dispute to the Wage Stabilization 
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Board. The strike lasted from early October until about November 
2, 1951, during which time the union twice refused to resume work 
upon request of the President of the United States and the Chairman 
of the Wage Stabilization Board. 

Finally, about November 2, the Union “recessed” the strike and 
accepted certification by the Wage Stabilization Board. 

At the time of the certification of the dispute, the unfair labor 
practice cases were still pending before the National Labor Relations 
Board. Neither wages nor any other economic demand was in issue 
between the parties, and no discussions were held on wages. 

Each of the 10 cases was certified as a separate dispute with the 
union and the division involved as the parties. Borg-Warner Corp. 
was not a designated party to any of the disputes or the certification. 

On March 31, 1952, more than 5 months after the certification and 
more than 4 months after the union had accepted the certification, a 
special panel of the Board, headed by Professor-Arbitrator Harry 
Shulman, issued its reports consolidating the 10 separately certified 
cases into one. 

In the majority report, subscribed to by Chairman Shulman and 
the labor members of the panel, it was recommended that the Borg- 
Warner Corp. executives meet to consider a corporation-wide agree- 
ment, and to reach agreement upon certain specified collective bargain- 
ing subjects. 

The two industry members of the panel filed a sharply worded but 
well-reasoned and well-written dissent, pointing out the illegality, the 
impracticality and the failure of the public interest in the majority 
report. 

I have with me today, copies of this dissenting opinion, together 
with a two-sheet summary of the case, which I would like to leave 
with the members of the committee for their consideration. 

An unusually interesting feature of the case is the following set of 
facts: Many weeks before the panel recommendations were actually 
issued, the Chairman of the panel wrote a tentative opinion which 
included the following: 

(1) The parties should proceed to negotiate, as they have done in the past, 
complete agreements at the several divisions. The issue of corporation-wide 
agreement should not be considered in these negotiations and should not be 
permitted to interfere with the reaching or execution of agreements on the other 
issues that may be in dispute. 

(2) Borg-Warner and the International Union, through proper representatives 
should meet to consider mutually and in good faith the problems implicit in the 
issue of corporation-wide agreement and to explore in good faith the possibilities 
of agreement on all or any part of that issue. 

Senator Ivxs. I raise a question there. 

Mr. Moraan. Yes, sir. 

Senator Ives. Do I understand you to indicate by the statement 
you are making that you are opposed to industry-wide agreements of 
any kind? 

Mr. Morean. No; the thing we are using there particularly to 
indicate 

Senator Ives. You are using an example, but you seem to be 
building up some kind of principle here. 

Mr. MoreGan. The principle is that the parties were opposed to it. 

The corporation was opposed to it, and has been for many years 
and had maintained this decentralized policy. 
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Senator Ives. Let me get this clearly in mind. 

They are opposed to it where their several divisions were concerned, 
is that correct? 

Mr. Morcan. They have some 25 divisions of which 12 are organ- 
ized by UAW-CIO. 

Senator Ives. Yes, I understand that. The thing I am trying to 
find out is this: They are opposed to a uniform pattern when it comes 
to a contract, where those 25 divisions are concerned; is that it? 

Mr. Moraan. Yes, sir. 

They are opposed to any centralized control. 

Senator Ives. Are they opposed to bargaining as such? 

Mr. Morean. No, sir. 

Sevator Ives. Are they opposed to the fundamental principle in 
collective bargaining and that is that workers shall have the right to 
choose their own representatives for that purpose? 

Mr. Morean. I think not. 

Senator Ives. If that is the case, how can they very well be opposed 
to an industry-wide contract if the workers choose the same people, 
the same persons for bargaining purposes in each particular instance 
where the 25 divisions are concerned? 

Do you see what I mean? 

Mr. Morean. You see, Senator, I do not represent Borg-Warner, 
so I cannot tell you their policy. 

Senator Ives. You are prescribing a principle here and I want to 
know about it. 

They may be opposed to industry-wide bargaining but how are they 
rvoing to vet around it if they firmly believe in collective bargaining as 
such and the free choice of representatives? 

Mr. Morean. There is no one, as I understand it, in Borg-Warner 
who would be in a position to negotiate a master agreement because 
all of the personnel who deal with the industrial relations are at the 
local level. 

Senator Ives. The local level of the various divisions? 

Mr. Morcan. For each division, just as if it were a separate 
company. 

Senator Ives. You talk about a master agreement. If all the sep- 
arate agreements are identical, what is the difference between having 
25 identical separate agreements, and having 1 master agreement? 
It is the same people and the same thing. You will remember we 
studied that once long ago. 

Mr. Morean. I think the central division is the process by which 
those agreements are reached and I gather from what I read that 
Borg-Warner. would have no objection if, by chance, 12 identical 
agreements were negotiated at the local level by the local people. 

Senator kves. Not by the local people, but by the same bargaining 
people. 

Mr. Morean. By the local people in each division. 

Senator Ives. No; this is a very fundamental thing in collective 
bargaining. 

I think you could apply it more specifically in the coal industry. 
Your workers in that industry want John L. Lewis to do their 
bargaining for them. 

Mr. MoreGan. That is right. 
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Senator Ives. As long as you have collective bargaining and true 
collective bargaining, there is no way in this world that you can stop 
John L. Lewis from bargaining for them in each specific instance with 
respect to each company. 

Mr. Moraan. That is right. 

Senator Ives. These people are not objecting to having the same 
bargaining representatives? 

Mr. Mora@an. From the union present? 

Senator Ives. From the union. 

Mr. Morean. That is right. 

Senator Ives. In each specific division, are they? 

Mr. Morean. Not atall. They could not. 

Senator Ives. They have no objection to having identical contracts 
for the 25 divisions? 

Mr. Morean. If that could occur. 

Senator Ives. The only thing they quibble about is not having a 
single contract as vou call it, a master contract? 

Mr. Morgan. No, the thing they are quibbling about is the 
management representatives at the bargain table. 

There will not be 1 man or 12 men representing 12 divisions, there 
will be 1 man or a committee representing 1 division at a time. 

That is the way they want to bargain and it is their right to select 
their representative. They do not care who the union has. They 
have no right to interfere there. 

Senator Ives. I will be perfectly candid. I do not see how the 
union could insist on a master contract as long as each contract with 
respect to each division is exactly as the union agrees to it. 

Mr. Morean. That is exactly our position, or Borg-Warner’s 
position and the one we are espousing. 

Senator Ives. I think the company is quibbling a little bit, however, 
on its side. 

I do not understand either one of them, as a matter of fact. 

Mr. Morean. Their position on the merits of this thing, as I read 
their position—as I sav I do not speak for them; | just know what I 
read. 

Senator Ives. Well, vou go ahead. You are striking into the heart 
of collective bargaiming here. 

Mr. Morean. That is right. 

Senator Ives. That is that the workers shall have an iron-clad 
right and fundamental right to select their own representatives for 
bargaining? 

Mr. Moraan. I recognize that, Senator, and it is the exact converse 
of that rule that the Borg-Warner people are claiming. 

Senator Ives. The reason I expore your thought, you are not 
objecting, then, to industry-wide bargaining? 

Mr. Morean. Personally, my thoughts are more or less immaterial 
on that. The Illinois State Chamber of Commerce has no rule on 
that, I am sure. 

Senator Ives. You are not trying to make a point on industry-wide 
bargaining? 

Mr. Morgan. Not at all. 

Senator Ives. I am personally not too much in favor of industry- 
wide bargaining. 
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Mr. Morean. I am not either. 

Senator Ives. But, you cannot get at it by trying to amend the 
Labor-Management Relations Act. It has to be done through the 
antitrust program. 

Mr. Moraan. I understand that. 

This panel report came out which said they should negotiate these 
local contracts and not let this master contract concept enter into 
their negotiations. 

Second, they should meet and explore the possibilities of a corpo- 
ration-wide agreement, sometime later. 

The final report of the panel which came out some time later con- 
tained substantially the same provisions but, in addition, provided 
with respect to the first recommendation [reading]: 

The agreements made at the division level, should contain a provision to the 
effect that they are without prejudice to the negotiation of a corporation-wide 
agreement and are subject to any such agreement that may be reached. 

With respect to the second recommendation, the language of the 
final report was more specific with respect to the discussions concern- 
ing a corporation-wide agreement and added the following [reading]: 

This recommendation contemplates that the parties should agree upon (1), 
final steps in the grievance procedure which will provide for participation by the 
international union and for a common terminal step of arbitration, and (2) a 
common arbitrator for disputes under the divisional pension agreements which 
are, under the terms of those agreements, subject to arbitration before an arbi- 
trator to be selected by the parties. 

The last couple of pages of the opinion preceding the recommenda- 
tions themselves were completely rewritten to obtain the substantial 
change from the tentative to the final recommendations. 

It is perfectly apparent why the changes were made. The tenta- 
tive recommendation must not have been acceptable to either the 
labor or management representatives. The Chairman, being only 
one of five on the panel, was required to obtain agreement with some- 
one in order to present a recommendation of the majority. The 
change was made or negotiated, to secure the concurrence of the labor 
members. ‘This is one of the principal defects of minority represen- 
tation of the public. 

We believe that the Borg-Warner cases are perfect examples of 
the manner in which the present Wage Stabilization Board can and 
does encroach upon the jurisdiction of other agencies, of the weakness 
of tripartite organization and of the stifling e fect which the disputes 
power in the Board has on collective bargaining. 

The Wage Stabilization Board, itself, has not yet acted on the 
recommendations of the panel majority. If the majority recom- 
mendations are adopted by the Wage Board, a conclusion on com- 
pany-wide bargaining wholly contrary to that of the National Labor 
Relations Board will have been reached. The union has not yet 


commenced any genuine collective bargaining at any of the divisions 
of Borg-Warner. 


PREDICTIONS FOR THE PRESENT WAGE BOARD 


The testimony of witnesses before congressional committees at 
previous hearings on this subject is particularly enlightening in view 
of the experience we have all gained in the past year. 
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ENCROACHMENT UPON OTHER AGENCIES 


The witnesses testified with respect to whether there would or 
would not be interference between Wage Board dispute powers and 
the Conciliation Service, the National Labor Relations Board or the 
Taft-Hartley emergency disputes procedure. 

On June 4, 1951, Dr. George Taylor, then Chairman of the Wage 
Stabilization Board, testified before this committee. He testified at 
that time that the Taft-Hartley Act, and the Wage Stabilization 
Board procedure, are separate and distinct, and that nothing in Wage 
Board procedures would impair the discretion of the President in using 
the Taft-Hartley Act. 

Senator Ivus. It says so right in the statute. 

Mr. Moraean. Yes, sir. 

That statement of Dr. Taylor was wrong. It is now common 
knowledge that President Truman has refused to use the Taft-Hartley 
Act in the present steel crisis and his given reason for the refusal is 
that the union postponed its strike for the purpose of allowing the 
Wage Stabilization Board to exercise its dispute settlement powers. 

Dr. Taylor also testified before the Lucas subcommittee in the 
House. During the course of his testimony, one of the committee 
members inquired concerning the right of the Wage Stabilization 
Board to take a case which was pending before the National Labor 
Relations Board. 

The Congressman pointed out that a “problem of representation 
might be dragged out for a year or more’’ before the National Labor 
Relations Board. 

Dr. Taylor’s answer was that he thought it quite clear that the 
Wage Stabilization Board had no authority to take such a proceeding 
even if the National Labor Relations Board gave its okay. The 
Borg-Warner cases are an absolute contradiction of that representa- 
tion. 

On June 8, in the hearings on the Lucas amendment, Ira Mosher, 
chairman of the industrial mobilization committee of the National 
Association of Manufacturers, testified that he feared that the disputes 
power would be used to accomplish a result prohibited by the Labor- 
Management Relations Act, i. e., the forcing of concessions by em- 
ployers. 

As an example, he pointed out that the Board could “recommend” 
“a union-shop contract’’, and that all kinds of pressure would then be 
brought upon the employer to accept this as an agreement. 

The recommendations in the steel case show that Mr. Mosher was 
practically clairvoyant. The majority report in the Borg-Warner 
cases proves the same point. 

Why should any union bother with collective bargaining where an 
employer is not required to make concessions, when it can resort to 
the Wage Stabilization Board where concessions will be ‘recommend- 
ed” and backed up by seizure and threats of placing changes in working 
conditions into effect in the absence of agreement to the “recom- 
mendations’’? 

Experience has shown that Dr. Taylor was wrong in his predictions, 
and the forecast of Mr. Mosher was frighteningly correct. 

Senator Ives. May I interrupt again, there. 
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I do not think you can lay this entirely at the door of the employees 
or even at the door of the Government, itself. 

The thing you are talking about now, is the bypassing of all the 
voluntary agencies or so-called voluntary agencies of Government 
whereby disputes can be settled through voluntary processes. 

I think you will find if you examine the record that that thing was 
quite frequent during World War II when both management and labor 
bypassed these voluntary agencies because there was a cost-plus 
proposition there and nobody had anything to lose by going by them, 
and as a result, the voluntary services so-called were almost ignored 
in many instances where they should have been required to have had 
first consideration. 

This is why we have been having some of the difficulties we have had 
since the war. That is the thing that is occurring again, here, only 
it is occurring only on one side, because you have not any cost-plus 
business where management is concerned, now. 

I want to point out it is not the workers fault entirely that this 
thing has come about. Not by a long shot. Management is to 
blame, too. 

Mr. Morean. It is our point that it is actually the system that 
makes the voluntary processes kind of stupid when there is a Board. 

Senator Ives. Are you going to say anything about this bill, finally, 
and talk about its provisions? 

Mr. Moraan. Yes. 

Senator Ives. If you are, I will waive my comment. 

I think there is one big weakness on the reference you have made to 
the voluntary services that ought to be corrected if you are really 
seriously in favor of this amendment. 

Mr. Moraan. Yes, sir. 

Senator Ives. I will point it out when you get to it. 


COMPULSION IN DISPUTE CASES 


Mr. MorGan. Witnesses expressed opinions as to whether there 
would be any compulsion behind the recommendations of the Wage 
Stabilization Board in dispute cases. 

Cyrus 8. Ching, Director of the Federal Conciliation and Mediation 
Service, testified before the Lucas subcommittee on June 6 that the 
ultimate compulsion in dispute cases would be an “aroused public 
opinion.’ 

Arthur J. Goldberg, CIO general counsel, testified before the Senate 
Labor-Management Subcommittee on May 25 that— 
the Wage Stabilization Board has not been vested with any authority to impose 
any settlement on anyone. 

No one needs to tell this committee how wrong these statements 
were. Everyone knows that the President was not willing to allow 
an “aroused public opinion’’ to bring about a settlement in the steel 
case. 

It is now a matter of public record that the President seized the 
steel industry and on May 3, 1952 announced to company and union 
representatives that the Secretary of Commerce had prepared— 
recommendations for changes in terms and conditions of employment in the 
steel industry. 
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The President further states: 
those recommendations now have been completed and the Government will be 
prepared on Monday morning, or as soon as We can get ready, to order changes 
in terms and conditions of employment to be put into effect 

Compare this 1952 statement of the President with the 1951 
statements of Ching and Goldberg. 

In 1951, Congress and the public were assured that dispute settle- 
ment would not entail recommendation of matters which were 
unacceptable to both parties. 

On May 31, Erie Johnston, then, Economic Stabilizer, testified 
before the House Lucas subcommittee that he was strongly opposed 
to contracts which were unacceptable to private management and 
which were negotiated with the unions by the Government during 
seizures. 

On September 20, 1951, Nathan Feinsinger, by +H time Chairman 
of the Wage Stabilization Board, made a speech before a management 

conference on industrial relations sponsored by W if ne University at 
Dearborn, Mich. 

Concerning the disputes power of the Board, Mr. Feinsinger made 

the following statement in his speech: 


Thus, in contrast with the War Labor Board in World War II, the problem of 
the Wage Stabilization Board at this point is not to decide disputes or what to 
order au employer to pay, but whether or not we can approve increases which the 
employer is not only willing but anxious to pay, to keep his labor or to attract 


more to his plant. 


In his above testimony, [ra Mosher pointed out that after the 
Wave Stabilization Board made its recommendations 


tremendous pressures are brought to bear to secure acceptance by the other party. 


He then went on to point out: 


This is exactly what happened it the days of tl War Labor ira he l as 
acting pursuant to Executive order rather than statutory aut! 

The orders of that agenev were held bv the courts t 
we carl all reeall the consequences vhich befe emptor ! } Gz VY that 
advice 


On June ] ‘. Hoyt P. Steele. president of the Ber jamin Electric ( 0; 
testified before the Lucas subcommittee and stated that the recom- 
mendations of the Wage Stabilization Board in dispute cases would 
have the authority of the President behind them, inasmuch as the 
dispute cases would be certified to the Board by the President 

It is perfectly clear that the statements of Mr. Mosher and Mr. 
Steele were correct and that the predictions that no compulsion 
would be used are not borne out by the record 

The Dirksen amendment would bring about the result which the 
proponents of the disputes powers said would prevail. It ate 
eliminate the compulsion from collective bargaining. 


DISCOURAGEMENT OF COLLECTIVE BARGAINING 


Witnesses testified also before coneressional committees that the 
disputes powers of the Board would not discourage genuine collective 
bargaining. 

Professor Feinsinger testified before the Lueas subcomn <a on 
June 11 that “we’ve had to date three inquiries.” David L. Cole 
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an arbitrator, testified before the Senate Labor-Management Rela- 
tions Subcommittee on June 6 that he thought collective bargaining 
would be encouraged if the parties were kept in the dark as to what 
might happen if they failed to reach an agreement. 

Elmer E. Walker, a labor member of the Wage Stabilization 
Board and vice president of the International Association of Ma- 
chinists, testified before the Lucas subcommittee on June 8 in favor 
of the dispute-settling authority for the Wage Stabilization Board. 

He insisted, however, that he did not— 
want to see a disputes procedure where the parties make a farce of collective 
bargaining in order to get to the Board. 

He added that he ‘‘saw that in World War IT.” 

On May 18, 1951, Mr. Ira Mosher testified before this committee 
that the “creation of a special disputes agency would destroy collective 
bargaining.” He stated in part as follows: 

I should like to emphasize that good faith negotiation and collective bargaining 
cannot survive when there exists a Government agency created for the purpose 
of deciding all types of disputes arising between employers and employees in the 
normal processes of collective bargaining. 

Senator Ives. May I interrupt once more. 

1 apologize for this, but I am trying to get this cleared up in my 
own mind. 

How do you propose to have collective bargaining if you have an 
agency in Government which in the final analysis i is to determine one 
of the chief factors in collective bargaining, namely, the wage rate? 

Mr. Morean. Their only function, as I understand it, after adoption 
of the Dirksen amendment, would be to place an upper limit on the 
wage question. 

Senator Ives. Suppose you have an upper limit and the upper 
limit is not as high as your workers think it ought to be. 

What happens to collective bargaining in a situation of that kind? 

Mr. Morgan. Senator, I do not think that affects collective 
bargaining. 

Senator [vnes. It most certainly does. 

Wages, hours, and working conditions are the three great factors in 
collective bargaining. Wages is one of the great ones. 

How are you going to have collective bargaining—the reason I 
raise this point is because it is bothering me. 

How are you going to have free collective bargaining and have a 
governmental agency determining one of the three main factors in 
collective bargaining, above and beyond the rights of the parties to 
the contract or the parties to the bargaining to determine it for 
themselves? 

Mr. Moraan. It is our position that the Government does not 
undertake a stabilization program determining the wage question for 
the parties. 

It sets an upper limit beyond which the parties cannot go, just as 
it sets a lower limit below which they cannot agree. That w ould also 
be unlawful. 

Senator Ives. That is all true enough. 

Suppose here in the steel case—they did set an upper limit, did they 
not? 

Mr. Morecan. We assumed they had before the discussion came up; 
yes. 
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Senator Ives. Business would not go along on that, and manage- 
ment would not go along with that upper limit, would it? 

Mr. Morean. That was a disputes situation, there. 

Senator Ives. Of course it is a disputes situation. It is also a 
dispute if. they do not agree. 

Mr. Moraan. If the parties do not agree? 

Senator Ives. Yes, if the parties do not agree; but here you have a 
Government agency causing the dispute. 

Mr. Morgan. By virtue of the fact that the Government has 
chosen to institute wage and price control. 

Senator Ives. Well, we are parties to that here in the Congress, too. 
I mean you cannot lay that on one person. We are not to blame for 
the way it is administered or the way it has been bungled or for the 
lack of coordination which should exist if it were set up properly. 

We are to blame for the law itself. I wondered if you had any 
answer to these questions I am raising. 

You are talking all the time about collective bargaining and yet 
you have a law that in a very fundamental sense almost destroys it 
in certain instances. 

Mr. Morean. It is our position that the reason it destroys it 
principally is that it sets this Board up at the top so that collective 
bargaining becomes merely a preliminary, technical procedure to be 
gone through so you can get to the disputes agency and that is what 
actually destroys collective bargaining. 

If there is no disputes agency, then the parties are required to 
settle their own disputes. Perhaps by economic force, but then the 
question comes, not whether we should have a dispute-settling agency, 
but what kind of procedure may be necessary to prevent injury to 
the public. 

Senator Ives. You are going to develop that, are you not? 

Mr. Morean. Yes. 

Senator Ives. Well, go ahead. I apologize for interrupting, but I 
am trying to explore it as you go along, here. 

Mr. Morean. Mr. Mosher in his testimony pointed out in such 
circumstances the record of the War Labor Board demonstrates that 
bargaining is replaced by a series of mechanical procedural steps to 
be taken in order to get a case to the agency for determination. 

The result, of course, is not only an end to collective bargaining, 
but also the imposition of some form of compulsory arbitration. 

He then pointed out that the War Labor Board and the War Labor 
Board Shipbuilding Commission had both found an alarming tendency 
on the part of unions and employers to abandon collective bargaining 
and let the War Labor Board decide their disputes. 

Even though the Wage Stabilization Board has not been swamped 
with disputes cases, collective bargaining has, nevertheless, been sub- 
stantially hindered. 

In the steel iadustry the reopening date of the collective bargaining 
agreements was November 1. The steelworkers union did not even 
formulate its 22 demands until November 15. 

Senator Frrar. Justa minute. May] ask a question: Was not the 
opening date December 1? 

They advanced the original date, did they not? 

Mr. Moraan. I do not know, Senator. 
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The first meeting was not held until November 27. Slightly more 
than 2 weeks later, Steelworker President Murray announced that a 
strike would take place on December 31. At this time collective 
bargaining for the smaller companies in the industry had barely com- 
menced. There still has been virtually no collective bargaining in 
most of the smaller companies. The only bargaining which has.taken 
place has been with the few large companies and, as everyone knows, 
both the companies and the union have placed their primary attention 
with the Wage Board and the Office of Price Stabilization. Not only 
has collective bargaining been virtually suspended in the smaller 
companies but it has been difficult for the smaller companies to find 
out what progress was being made in the negotiations with the large 
companies. 

At Borg-Warner Corp. there has been virtually no collective bar- 
gaining. The Wage Stabilization Board has not yet acted upon the 
recommendations of the panel and the union is doing nothing in the 
meantime. It is difficult to understand how anyone can claim that 
this sort of situation is consistent with the national policy announced 
in section 502 of title 5 of the Defense Production Act, which calls for 
placing primary reliance upon collective bargaining and full use of the 
mediation and conciliation facilities. 

lt is not surprising in the least that collective bargaining comes to 
a standstill when the Wage Board has disputes powers. With the 
steel case and the Borg-Warner cases in the books, the effect will 
become ever increasing. Collective bargaining amounts merely to a 
necessary formality to be dispensed with on the way to the Wage 
Bos ird for the settlement of the dispute. Collective bargaining under 

the present system is used to establish a basis for the demands which 
are then e xpande «d and passe don to the Government for achievement. 

The disputes power in the Wage Board affords an avenue for a 
union to obtain by Government edict what it could never have ob- 
tained through free collective bargainmg. That factor, coupled with 
the philosophy that a union because it terminated or withheld a 
strike is entitled to receive at least a part ol its demands, creates and 
magnifies the very disputes which the Wage Board then has to settle. 
As long as that situation continues, it is the most natural thing in the 
world for any union to conduct its negotiations in such a manner 
that the matter ultimately will be passed on to the Wage Board where 
the dispute will be resolved on the basis of precedent in other dispute 
cases, or where the precedent for future cases will be enlarged by the 
necessities of the particular strike situation presented. 

It is the position of the Illinois State Chamber of Commerce that 
disputes powers in the Wage Stabilization Board create and magnify 
disputes and in an ever-increasing manner relegate the process of 
collective bargaining to complete insignificance. 


DUAL DISPUTES AND POLICY-MAKING ROLE OF THE BOARD 


Witnesses testified before congressional committees with respect to 
the effect of combining in one body the functions of dispute settlement 
and wage stabilization. 

In his testimony before the Lucas subcommittee on June 12, Ira 
Mosher predicted that wage stabilization would not work because the 
Wage Stabilization Board would continue “to puncture its own ceilings 
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whenever a major union is involved,” and would make policy on a case- 
by-case basis instead of through firm and general policy pronounce- 
ments. He emphasized that the presence of disputes authority in the 
Board was a guarantee that there would not be effective wage 
stabilization. — 

Similarly, Hoyt Stee ‘le in his testimony before the Senate Subcom- 
mittee on Labor-Management Relations on M: ay 29 stated as follows: 

The wage stabilization program has already been weakened substantially by 
the numerous exceptions and qualifications already adopted by the Board. Some 
of this has been the result of a case-by-case method of wage dispute settlement. 
The textiles, shipbuilding and other cases soon to come before the Board will very 
likely weaken still further what semblance of wage stabilization presently remains 
A case-by-case settlement, in contrast to the development of rulings of general 
application, will result inevitably in a gradual and persiste1 vi lding of the wage 
stabilization line. : This is worse than no wage stabilization all y at all. 

In Professor Feinsinger’s testimony before the Lucas subcommittee 
on June 11, he argued that it was only common sense to settle disputes 
in the same forum where the policy was formulated. He could not 
see the point of requiring disputants to “trot over” to an entirely 
different Board for resolution of the kind of disputes which the Board 
was permitted to accept under the Exe cutive order 

The fallacy in Professor Feinsinger’s reasoning is pe rfectly apparent. 
In the steel case me Board was obviously compelled to make strained 
interpretations of its own regulations, if not actually to depart from 
them. No matter how many times Professor Feinsinger says that 
this case is pot to serve as a precedent in any other situation, it is 
impossible to arrive at any other conclusion than one of the following 
two: (1) If it is not a precedent, then other employees who may be 
similarly situated will be denied the benefits which 7 = cranted t 
the steelworkers; or (2) If it isa 1 precede nt, then the Wage Board i 
making policy under the threat of a national raed the strike. If 
the first conclusion is correct, the dual functions of the Board are 
creating discrimination. If the second conclusion is correct, the 
Board is making policy on a case-by-case method, which is exactly 
what Mr. Feinsinger said would not be done. 

On April 22, 1952, Sumner H. Shehter, Lamont professor of eco- 
nomics at Harvard University, made an address before the Industrial 
Relations Association of Philadelphia, and stated as follows: 


Che present incompatible mixture of functions in the Wage Stabilization Board 
hould be corrected by limiting the responsibilities of the Board to those that its 
le implies—namely the recommending of wage stabilization policies to the 
Director of Economic Stabilization and interpreting and applying t! stablished 
vage stabilization policies. 
In his same address, Professor Slichter said the following: 
But bargaining is not an appropriate way to interpret and apply stabilization 
rules, | ndoubtedly t he interpretatio! and application of Stapl atio ruies Tre- 
the exercise of discretion. But the kind of discretion called ! judicial 
‘re oO! discretion that is free to decide anv point either wa\ Interpretation 
of wage stabilization policies by bargaining means that the policies will mear 
thing when the union is small, weak, and nonmilitant and a vel lifferent g 
the union is strong and tough and the industr vital to defens Such 
methods of administration are intolerable in a free society, and sooner or later the 
courts are bound to hold that fixing the legal obligations of emplo bv bargain- 
g between administrative officials and union representatives dos leet the 
requirement of due process of law and does not provide a constitutional basis for 


restrictior s on the use ol private prope rtyv. 
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It is perfectly clear to us of the Illinois State Chamber of Commerc: 
that Professor Slichter is right and that the suggestion of Professo: 
Feinsinger that it might be convenient to have disputes powers in the 
Wage Board is wholly irrelevant. 


TRIPARTITISM 


It is our firm belief also that a wage board composed of one-third 
industry members, one-third labor members, and one-third publi: 
members wholly prevents the establishment of wage policy or enforce 
ment of wage ceilings in any kind of a judicial ‘atmosphere. As is 
perfectly apparent from the tentative and final recommendations 
in the Borg-Warner cases, and as the chairman of the Wage Stabiliza- 
tion Board freely admitted in his statement accompanying the deci- 
sion of the Wage Board in the steel cases, a decision reached by th: 
public members cannot be made the decision of a majority of th 
body unless concurrence in the decision of the public members i: 
obtained from some, or all, of the industry members or labor member: 
on the body. The public members, having reached what they con- 
sider a just and equitable solution, are forced to shop around among 
the labor and industry members of the Board and to stultify thei 
decision by the necessity of obtaining some additional signatorie: 
to their decision. The decision necessarily becomes a bargained on 
rather than a reasoned one and the judicial nature of the proceeding 
is gone. 

We believe that the provision in Senator Dirksen’s amendment 
that at least a majority of the Wage Stabilization Board must b: 
public members will avoid that defect. The public members, having 
reached a decision, will be able to place that decision in effect by 
concurrence among them all. 

In conclusion I would like to say that it is the conviction of th 
members of the Illinois State Chamber of Commerce, and my firn 
conviction, that there are two things wrong with the Wage Stabiliza 
tion Board. First and foremost, the Board should be stripped of any 
dispute settlement authority it now has or which it might receive by 
any Executive order. 

The CHarRMAN. It does not have any by law, does it? 

Mr. Morean. Not specifically, Senator, but I rather take it that 
the Executive order is not in conflict with the law as it now stands 
and as it would be with the Dirksen amendment. 

The CuHartrmMan. As I understood most of the disputes that hav: 
been settled have been settled by Executive order. That is th: 
authority comes from Executive orders. 

Mr. Morean. That is right. The Defense Production Act author- 
izes the President in very broad language to provide agencies for the 
settlement of disputes and in his Executive order he gave thos: 
powers to the Wage Board. 

The Cuarrman. I do not know what this committee thought but 
I know I have never had any intention of doing that when I voted 
for the act. 

Senator Ives. Mr. Chairman, it seems to me that when we wer 
writing the bill we had in mind the combined effort of both the OP» 
and the Wage Stabilization Board in a general set-up working out : 
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had any idea that one side of the picture was to decide the whole 
thing for all of it. 

The CuHarrMan. Senator, I agree with you thoroughly. 

Senator Ives. That has been the great trouble here. 

The Cuarrman. I believe that is what Mr. Putnam in substance 
said he had no authority over when he appeared before us. 

He talked to me as he probably talked to you and others and said 
that before the thing ever came to a head that was the position he 
was in. 

[ just wanted the gentleman from Chicago to know that my inter- 
pretation could not encompass what happened. 

Senator Dirksen. The broad language says there should be effec- 
tive procedures for the settlement of labor disputes. That could be 
interpreted by reasonable people in any way. It does not necessarily 
contemplate the creation of a new Board. 

The CxHarrman. The authority has been given to one group, 
which action was not contemplated. We have the Conciliation 
Service and the National Labor Relations Act. I do not say these 
steel people do not deserve a raise in wages. I have never stated that. 

Senator Ives. Nobody is arguing about that. 

The CHarrman. I just wanted the record to show that I am only 
speaking of the constitutional question dealing with the Labor Rela- 
tions Act, and the Conciliation Service and the various statutes that 
are on the books and that were on the books before we passed the 
Defense Production Aci. 

Mr. Moraan. It is our position that the granting to the Board of 
dispute powers has stifled collective bargaining, has violated the na- 
tional policy expressed by Congress in title 5 of the Defesne Produc- 
tion Act, has circumvented and nullified the procedures already pro- 
vided in other acts of Congress—— 

The CuarrMan. That is exactly what I mean. 

Mr. Morean. And has come within inches of destroying constitu- 
tional government in this country. 

Second, the Board should be reorganized so that it is primarily a 
public one, so that the policies it adopts will be pein of 
a quasi-judicial body, making the kind of decisions that a board of arbitratior 
makes (Sumner H. Slichter in an address, Some Reflections on W age Stabilization 
and on the Handling of Emergency Disputes, April 22, 1952 
As presently constituted, the decisions of the Board are the result of 
bargaining within the Board and the results so far have proven very 
nearly disastrous. 

It is my opinion that the elimination of the disputes power is by 
far the most important of our objections to the present Wage Board 
set-up. Even among those persons who agree that the Board should 
be composed pr imarily of public members there may be disagreement 
as to whether these members’ should constitute all of the Board, or 
only a majority of the Board. It is, therefore, the recommendation 
of the Illinois State Chamber of Commerce that Senate bill No. 2645 
be divided into two separate bills, one of which provides for the elim- 
ination of the disputes power, the most important necessary change, 
and the other reconstituting the membership of the Board to a 
public majority. 

Thank you very much. 
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Senator FuLsricut. This question has been handed me on behalf 
of Senator Douglas and I want to get it in the record before I forget it. 

This question I will read to you: 

The Douglas aircraft plant, in California, was struck for 7 weeks when the 
President referred the dispute to the Wage Stabilization Board, on October 12 
1951. Although the union resisted this referral, it respected the Board’s juris- 
diction and went back to work, voluntarily. It has been back at work for 6 
months, pending settlement of the case by the Board. 

In view of the fact that the Taft-Hartley Act only permits injunctions against 
strikes in ‘‘an entire industry or a substantial part thereof,’ and therefore can- 
not touch strikes in single strategie defense plants, such as the Douglas plant, 
can vou tell the committee how you would handle eases such as the Douglas case 
if the proposed Dirksen amendment is enacted? 

Mr. Morean. Mr. Chairman, I do not think that is on the point 
at all, actually, with all due respect to Senator Douglas. 

The question of whether the Board should have dispute settlement 
powers, I do not think, has anything to do with the continuation of 
production or the prevention of the interruption of production. If 
the President of the United States has the power to seize Douglas 
Aircraft Corp. under the present Wage Board set-up, with the present 
Wage Board dispute powers, then I think clearly he has the same 
right to seize them whether there has been a Wage Board hearing 
and determination, or not. 

Senator Ives. May I interrupt there. I think the Taft-Hartley 
Act is applicable wherever the national health and safety are at issue. 

Mr. Moraan. That is not my impression, Senator. 

Senator Ives. I do not think it has to be a whole industry or a whole 
section or whatever you want to call it. If the national health and 
safety are at stake, then the Taft-Hartley Act becomes applicable, does 
it not? 

Mr. Moraan. I do not think so. I think it is very restrictive on 
that. 

Senator FuLsrient. I notice this language is in quotes taken from 
the Taft-Hartley Act: 


An entire industry or a substantial part thereof. 


Of course, Douglas Aircraft is a substantial part. 

Mr. Morean. | know there is a situation out at Rockford, Ill., at 
the Roper Stove Corp. where they had a strike which parallels it 
pretty much. There has not been any referral even under our present 
wage set-up there. I do not believe there is any connection whatso- 
ever between the power of the President, by inherent power, seizure or 
whatever vou call it, to prevent the interruption of production and the 
handling of dispute powers by the Wage Board. I think it is an entire- 
ly different question. Whether the Dirksen amendment is adopted 
or not, the same problem exists. If there is a problem of preventing 
interruption of production, then the same problem will exist and we 
do not believe there will be so many disputes under Dirksen because 
the parties will be in a position to settle their own disputes. 

Senator Dirksen. Is it true in the Douglas case that the wage 
issues were settled but the Board did recommend a union shop in that 
case? 

Mr. Morcan. I do not know. 

Senator Dirksen. | think that possibly was the case. 

Mr. Morean. I do not know about the Douglas case. Iam sorry. 
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Senator Ives. You say you divide the bill into two bills or the 
amendment into two amendments; is that right? 

What is the object in having the second part of it? 

Mr. Morean. The object in the second part? 

Senator Ives. The (b) portion there, where I assume you would 
have a separate amendment. It talks about conciliation and so forth, 
and the actual functioning of the Board in matters of that type. 

In other words, I can see your point in trying to revamp the thing 
so that it is either a board which is all public members or a tripartite 
board in theory only, where the public members constituted a majority. 
I can see that idea but I cannot see any point in talking about con- 
ciliation. We have the Conciliation Service set-up or mediation 
set-up, under the Taft-Hartley Act. That is one of the very fine 
features in the act. It is already available. 

Why do you have to have any particular legislation to force a 
dispute being taken care of by that service which already exists for 
that purpose? 

Mr. Morean. My impression is that it is largely one of emphasis, 
a statement of policy by the Congress, that in these matters, let’s 
don’t do what we have been doing any more, let’s change it and put 
the emphasis on the voluntary processes. We agree with that whole- 
heartedly. 

Senator Ives. As I understand it, you would have the Wage 
Stabilization Board merely fix ceilings for wages, that is all. 

Mr. Morean. That ts correct. 

Senator Ives. That would be its one and only function, and nothing 
else? 

Mr. Morgan. And interpret also and apply. But it would be 
wage stabilization only; ves, sir. 

Senator Ives. You would not have a board like that in any way, 
shape or manner ever to be used or construed in any circumstance to 
be a board for compulsory arbitration purposes? 

Mr. Morcan. That is what we oppose ; ves, Sir. 

Senator Ives. Thank you, Mr. Chairman. 

The CuarrMan. Are there any further questions, gentlemen? 

Senator Dirksen. We have another witness, Mr. Chairman. 

The CuatrMan. You may proceed, Mr. Thornton. 


STATEMENT OF A. CLIFFORD THORNTON, INTERNATIONAL 
MINERALS & CHEMICAL CORP. - 


Mr. THorntron. My name is A. Clifford Thornton. I am industrial- 
relations manager for the International Minerals & Chemical Corp., 
Chicago, Lll., and, as such, Lam in charge of labor relations. We are 
engaged in the mining and manufacturing of minerals and chemicals 
and have production operations in 22 States of the Union. We area 
member of the Illinois State Chamber of Commerce, and I serve on 
its personnel and labor-relations committee. 

I have been asked to testify before this committee by the Lllinois 
State Chamber of Commerce, which is a State-wide civic association 
With a membe ship of some 11,000 business and professional people 
from 306 communities. All types of business, ranging from small 


retail and service organizations to large manufacturers, constitute 
its membership. 
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Our purpose is to offer some conclusions gained from our experienc: 
for your consideration as you study proposed Senate bill 2645, amend- 
ing the Defense Production Act. 

‘Tt is our understanding regarding this bill that, if adopted, ther 
would be (1) created by Congress a Wage Stabilization Board whos 
primary function would be to formulate and recommend genera 
policies and general regulations relating to stabilization of wages 
salaries, and other compensation and, secondarily, to advise as t 
interpretation and application of policies and regulations; (2) remov: 
from the Wage Stabilization Board the dispute-settlement powe! 
granted to that Board by Executive Order 10233; (3) a requirement fo: 
a majority of public members whose appointment must be approved 
by the Senate and with additional members representative of labo: 
and members representative of business and industry. 

It is our further purpose not to discuss the changes proposed by th: 
bill in terms of a specific issue, but toward the formation of a structur: 
or framework that can operate to the national interest and with equity 
to the interested parties. 

It is our considered judgment that the Wage Stabilization Board 
should not be permitted dispute-settlement power because (1) wher 
the Wage Stabilization Board has disputes juridiction and power of 
recommendation there is less incentive for labor and management to 
reach settlements prior to sampling the Board’s recommendations 

There is a somewhat human tendency involved, in that, in th 
diversity of interests, there will always be the temptation to take a 
“calculated risk”’ to see what some facet of Government may recom 
mend that woud give prestige to the position taken either by manage 
ment or labor. Under such circumstances, collective-bargaining ses 
sions between Management and labor tend not to become final but 
only preliminary. We are fearful that in the final analysis the decision 
of both labor and iadustry as they relate to each other will pass to a 
third party; namely, the Wage St: sbilization Board or its successor 
This, we believe, is pot in any manner the proper solution to problem: 
arising in labor-management relations. It is much too far out in the 
area of ‘fire fighting’ rather than contributing to “‘fire prevention.’ 
The further we go into “fire fighting”’ as a method for settling disputes 
the more drastic and destructive must become the medium. 

Senator ScHorprpEL. | would like to make one observation there 
before you leave that point 

I have not full personal knowledge of a situation but enough fami) 
iarity with it to know that this is what happened. 

There is a concern that is engaged in a very substantial production 
and business in my State that has within the organization, and has 
had for many, many years, a labor organization that is not affiliated 
with either of the unions, either CIO or the A. F. of L. There has 
never been a strike in that institution. They have handled hundreds 
of millions of dollars’ worth of products. 

Since this steel situation here in the city of Washington, sinc 
the seizure of the steel plants by the President of the United States, 
there has appeared in this city organizers of the CIO who have circu- 
larized and gone into the plant and have said to these people, “See 
what we can do by reason cf our friendly relations on that Board in 
Washington. We suggest that you people here make your demands, 
vo through the motion, and you will get your matter handled, if you 
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go through the proper organization, by the Board in Washington 
that can establish what you are to get, and you do not have to argue 
with the management.”’ 

By the way, I can say to you very frankly, their relationship with 
management had been top-flight. 

That is the point I want to make as an observation, the very thing 
you are pointing to in your paper. 

' Mr. Toornton. That is about all we have to depend on unless we 
intend to have a perpetual board of some sort in operation. 

In examining the investigatory panel report on the Wright Aero- 
nautical dispute it was found that, in addition to a base wage, recom- 
mendations were made on other issues such as pensions, health and 
welfare, vacations, temporary lay-offs, a skilled-trades program, dura- 
tion of the contract, the accumulation of seniority outside of the unit, 
protection against loss of jobs because of subcontracting. 

Again, in the basic Steel case, recommendations were made on the 
following: wage increase, geographical differentials, shift differentials, 
holiday pay, vacations, Saturday and Sunday premium pay, guaran- 
teed annual wage, severance pay, technological demotions, hours of 
work and overtime, reporting allowance, contracting out, union 
security, seniority, local working conditions, management rights, and 
job structure incentives. 

In addition there were other issues, and the Board had this to say 
on the subject: 

All other issues not covered by specific recommendations are returned to the 
parties. 

Regardless of the recommendations of the Board on such issues in 
dispute in these two cases, it does seem that somewhere along the 
line the incentive to bargain and agree was lacking. The collective- 
bargaining pattern will be so cut by the Board in a round or two of 
its own negotiating for labor and management that there may be 
little left to bargain on between the parties. 

It has been stated that the Board’s recommendations in one in- 
dustry or case will have no bearing on others. There does appear 
to be a potential relationship, for example, in the union-shop issue. 
The Board in the basic Steel case said: 

It has thus been clear since the issuance of Executive Order 10233 that the 
Board would be called upon to make a recommendation on the union-shop issue 
if the parties were unable to settle it and if their dispute threatened an inter- 
ruption of work affecting the national defense. 

Consider also the following statement of the Board in the same 
case as the present case relates to War Labor Board ruling: 

The War Labor Board declined to order the union shop in many more cases. 
It is apparent, however, that the basic reasons for that Board’s reluctance no 
longer exists. The type of union shop then sought by organized labor contained 
none of the statutory restrictions now in effect, which are designed to prevent 
unions from enforcing union-shop agreements against employees who are arbi- 
trarily denied admission or expelled. 

By connecting these two statements of reasoning or intent of the 
Board, it would seem that a union would have little more to do than 
get a dispute before the Board with or without much bargaining. In 
which case, they would seem to have an excellent chance of getting 
their union shop. If not, why not? 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 2569 
































2568 DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


(2) The disputes-settlement power of recommendation impairs 
genuine collective bargaining: This occurs when the normal pressures 
to get an agreement through “‘good faith” collective bargaining have 
been removed. Responsibility ‘formerly held by the parties has been 
passed into the hands of a board. 

On Wednesday, May 7, 1952, Mr. Nathan Feinsinger, in an appear- 
ance before the House Labor Committee, stated: 

Already there are signs of serious unrest resulting from uncertainty as to 
whether or not the Board’s jurisdiction will continue. I refer not only to dis- 
putes which might in the future be certified or submitted to the Board for assist- 
ance in final settlement but also to disputes now pending before the Board. The 
parties to these disputes have voluntarily kept the peace while the Board was 
considering its recommendations or decision. I do not know whether they wil 
permit their cases to remain with the Board if there is no assurance that the 
Board will be permitted to continue to handle these cases to a conclusion. 

Such a condition or potential situation, which Mr. Feinsinger pic- 
tures, is indeed a sad commentary on the state of labor-management 
relations, and there is a cause. If there is unrest for fear the disputes 
power of the Board would be eliminated, it must mean that little or 
no genuine collective bargaining has taken place either before or dur- 
ing acceptance by the Board of the disputes, and the parties know 
they must start bargaining now almost from scratch. It may be a 
good thing for the parties not to let their cases remain with the Board 
but accept their own responsibility for settlement of their differences. 

While it may be pointed out that the Board’s power to recommend 
does not bind the parties to such recommendation, unless some other 
authority is applied apart from the Board’s own power, there are 
— problems set up for collective bargaining. For example, how 

‘an the Board’s recommendations in disputes be reduced by either 
see in collec ‘tive bargaining to get a settlement? We have noted 
Mr. Murray’s position on the sanctity of the Board’s recommendation 
in the basic Steel case. 

Whenever the Board’s decision is announced on a specific issue, 
that party whose points are substantiated by the Board’s position can 
accept no settlement on less than the recommendation. Taking less 
in collective bargaining would be disastrous to representatives of labor. 
Similarly, members of management might be inclined toward exploit- 
ing the advantage rather than effecting a compromise, if such was 
otherwise available and workable. 

The disputes settlement function of the Wage Stabilization 
Board can break down the effectiveness of machinery already estab- 
lished by congressional acts for promoting good labor-management 
relations. 

The Labor Management Relations Act of 1947, in creating the 
Federal Mediation and Conciliation Service as an independent agency, 
stated the Government policy on labor disputes as follows under title 


Il of the act: 


201. That is the policy of the United States that 

(a) sound and stable industrial peace and the advancement of the gener 
welfare, health, and safety of the Nation and of the best interests of employer 
and employees can most satisfactorily be secured by the settlement of issu: 
between employers and employees through the processes of conference an 
collective bargaining between employers and the representatives cf their 
emplovees; 

(b) the settlement of issues between empl°yers and enployees throu 
collective bargaining may be advanced by making available full and adequa 
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governmental facilities for conciliation, mediation, and voluntary arbitra‘ion 
to aid and encourage employers and the representatives of their employees to 
reach and maintain agreements concerning rates of pay, hours, and working 
conditions, and to make all reasonable efforts to settle their differences by 
mutual azreement reached through conferences and collective bargaining or 
by such methods as may be provided for in any applicable agreement for the 
settlement of disputes— 

Not only would good citizenship require that we subscribe to this 
policy, but it is in our judgement a very wholesome and workable 
one. The easy availability of an established and busy disputes-han- 
dling activity on the part of the Board causes the ordinar vy procession 
of collective bargaining to halt. The tensions which arise during a 
dispute are not necessarily removed by the Board’s handling the case, 
but allow for either party to move up “the big guns’”’ of group pressure 
upon the Board. ‘This pressure is not conducive to stabilization, but 
to a form of enforced compromise. The area of compromise and 
mediation as practiced by Government is the prerogative and respon- 
sibility of the Federal Mediation and Conciliation Service. This 
Serive is skilled in their activities and is interested in good labor- 
management relations as well as the settlement. Further, it is ex- 
pected that there will always be a need for such service. It is possible 
not only to endanger the process of collective bargaining but to do 
damage to the conciliation and mediation process as well under 
existing Board dispute power. 

Senator FuLtpricut. Is there any difference between your testimony 
and that of Mr. Morgan? 

Mr. THornron, It is quite similar. 

The Conciliation and Mediation Service has demonstrated and 
earned its right to exist not only to assist the parties to reach a work- 
able and nondamaging agreement, but also has usefully served to ease 
and remove tensions and causes of labor-management strife. Their 
contribution is thus in the area of “fire prevention.”” The frequent 
and extended use of expedients in labor-managment relations under 
disputes settlement power will make it extremely difficult, if not 
impossible, to get back to sound policy as set up in the Labor Manage- 
ment Relations Act. 

The Borg-Warner cases point up a situation in which encroachment 
on the jurisdiction of the National Labor Relations Board can under- 
mine the latter’s effectiveness. The Labor Management Relations 
Act, 1947, in its declaration of policy states: 

It is the purpose and policy of this Act, in order to promote the full flow of 
commerce, to preseribe the legitimate rights of both employees and employers in 
their relations affecting commerce, to provide orderly and peaceful procedures for 
preventing the interference by either with the legitimate rights of the other 

The National Labor Relations Board in its decision in the Borg- 
Warner case in effect that the employees had no legitimate right to 
require as a condition of bargaining that such be done on a aonpany- 
wide basis where 10 separate operations were concerned or also in 
effect that the employer had a legitimate right to refuse to bargain ona 
company-wide basis only. The Wage Stabilization Board in taking 
jurisdiction of the Borg-Warner dispute and by its panel recom- 
mendation that the company consider company-wide bargaining, 


in effect, reversed the decision of a board operating under full statutory 
authority. 
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In the area of labor-management relations, therefore, the Wage 
Stabilization Board is actually acting as a “‘supreme court’’ by reason 
of its dispute power. This position is untenable, for American labor 
and industry have never accepted the principle of compulsion. Our 
conclusion is that the Congress had no intention of such a develop- 
ment, nor that the executive branch contemplates that the machinery 
already set up, such as the National Labor Relations Board and the 
Mediation and Conciliation Service be emasculated by the encroach- 
ment of the Wage Stabilization Board. 

The Taft-Hartley Act injunctive and related process has been used 
sparingly. The scope and numbers of disputes before the Wage 
Stabilization Board is increasing, which fact would indicate other 
machinery is being bypassed and being replaced by the inherent 
aspects of the disputes power of the Board. 

(4) The very nature of disputes settlement power of the Board 
causes it to appropriate “inherent powers.”’ 

According to the Board’s statement in the basic Steel case: 

Once the precise nature of the Board’s disputes authority is understood, it 
becomes apparent that the issue of union security—which is only one of many 
nonwage issues in this case—is properly a subject for recommendation by this 
Board, as are all the other issues. In this case, as in many other disputes, the 
disagreement over purely economic matters is only part of the total dispute. 
This Board is charged with the duty to recommend fair and equitable terms of 
settlement on all the issues in this case. It necessarily follows that the scope of 
an authority to recommend as to those issues must be as broad as the parties’ 
power to agree. The parties have the power to agree on some solution of the 
union-shop issue. The authority of the Board is coextensive. 

This quotation from the Board’s recommendation is not made to 
discuss the union shop issues but to point out the scope of authority 
which the Board assumes it has and, therefore, exercises. In effect 
there is no real limit to the Board’s assumed authority for the parties 
have practically no limits to items on which they have power to agree. 
Further with reference to scope of authority, and not recommenda- 
tion, on the issue of guaranteed wage in the Steel case the Board 
stated: 

Basic steel companies and steelworkers union should undertake joint con- 
sideration of union’s demand that companies set up trust funds for supplemen- 
tation of unemployment compensation benefits, with a view to reaching mutual 
understanding by the time of next negotiations. No specific recommendation 


is appropriate, since parties have not bargained about matter and proposal raises 
serious and complex problems of publie policy as well as private interest. 


In effect this sets up, if followed out, a procedure or regulation to 
bargain on an issue which, if unresolved at next negotiating time, 
would again be considered by the Board under its unlimited disputes 
authority and presumably either rule out or rule in the guaranteed 
annual wage. Regardless of present inclinations of the Board in 
this regard, it is vested with power to decide the issue and any decision 
is possible the next time the dispute is considered. 

In this connection it is interesting to review the history of the union- 
shop issue during the last decade. Edwin A. Lahey, staff writer, 
stated in the Chicago Daily News, May 8, 1952: 

The union-shop issue was first presented clearly before the old National Media- 
tion Board in 1941. The ease involved the 50,000 ‘‘captive’’ miners who worked 
in the steel-company coal properties. That Board voiced sympathy for the 
principle of the union shop, but voted against a recommendation for it. It was 
held that a union shop should be the fruit of collective bargaining, rather than 
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_ 


' the result of an edict or recommendation by the Government. Philip Murray 


and other labor leaders resigned in protest against this ruling. The late President 
Roosevelt assured the Nation that the nonunion miners in the steel company’s 

pits would never be forced by the Gove rnment to join a union. This would be 
‘too much like Hitler methods toward labor,’’ he said. 


A decade later we have the same issue, a similar principle involved, 
a similar Board, but with different people in membership, and an 
exactly opposite decision. The present Board assumes broader scope 
of authority for itself, which in the light of the past practice can be 


_ expected to be expanded rather than diminished unless its authority 


is my and limited by the Congress. 
) Disputes-settlement authority of the Wage Stabilization Board 
can cause weakening of the wage-stabilization program. 

Where there is an umpire-player situation including the vested 
authority to recommend stabilization policies and regulations on the 
one hand, and a vested authority to recommend settlements of dis- 
putes and accomplish settlements on the other hand, past experience 
has shown it is necessary to have statutory authority and power. 
These conditions will develop on an accumulative basis under the 
Board’s present dual role, unless labor, management, and the public 
are willing for Congress to parallel the Interstate Commerce Com- 
mission or the Federal Trade Commission set-up. No group favors 
such action in the file of labor-management relations. 

The very nature of the Board’s present pattern and structure 


_prohibits it from accomplishing the objectives of Congress toward 


wage stabilization on the one hand and toward securing optimum pro- 
duction through improved labor-management relations on the other. 

Attention to sound policies and regulations in the national interest 
must of necessity be diminished when the Board becomes preoccupied 
with ever-increasing disputes-settlement functions. 

Testimony by others on the dual disputes and policy-making role 
of the Board has pointed out that the wage-stabilization program has 
already been weakened substantially by the numerous exceptions and 
qualifications already adopted by the Board, some of which result 
from a case-by-case method of wage dispute settlement. In this 
connection if the Board can recommend disputes settlements beyond 
its own stated policy limitations, it would seem logical to grant 
industry and labor the same privilege undet collec tive bargaining. 
Such sustained action on the part of the Bos rd could induce inflation 
as some, including Mr. Charles E. Wilson, former mobilization chief, 
has testified. If, however, it is true, as some have claimed, that no 
inflation is caused by the Board’s puncturing its own ceilings at an 
increasing rate, then there would be no inflation by labor and manage- 
ment arriving at the same conclusiovs through collective bargaining. 

With reference to reorganization of the Board as to its membership, 
our position is that— 

The principle of having groups or parties affected by either 
regulations or policies, participate in the formulation of such is 
consistent with democratic processes. 

This principle has been applied effectively in the past where it was 
desired for groups with varying interests to cooperate or operate 
voluntarily under regulations or recommendations. 

While there were problems and dislocations, the great national 
effort of World War II was in a measure aided by representation of 
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divergent yet interested groups in such important units as the War 
Food Administration, the War Production Board, War Labor Board, 
and others. 

In the present situation where it has been determined that a wage- 
stabilization program is to be kept in operation for the time being, it 
is our judgment that it is important in the area of labor-management 
relations where policies and regulatory provisions will so directly affect 
a large body of workers employed by industry as well as the welfare 
of industries themselves, that representatives of both labor and indus- 
try be full-fledged participants of any board. General policies and 
general regulations relating to stabilization of wages, salaries, and other 
compensations affecting the incomes of people and the cost of produc- 
tion are very sensitive items to labor and industry. <A representative 
sampling of the opinions of both labor and management in this regard 
would, we believe, result in agreement by the two groups that there 
should be direct participating representation on any board affecting 
their general welfare. The principle of ‘regulation with representa- 
tion’’ is consistent with the best policy followed in handling the affairs 
of our Nation. 

(2) It is illogical to contend that collective bargaining by the parties 
to a labor-management dispute is a better method for se ttling such 
disputes than a third-party recommended or enforced settlement, and 
then to compose the Board of only third-party members. { 

There has been no support, to our knowledge, for the proposition 
that the Board should be composed of only labor and industry 
members. There has been considerable dissatisfaction expressed 
concerning the existing tripartite composition, for it has failed on 
occasion to reach either a fair or logical result. 

The proposed method of reorganization, that of having members 
of the Board representative of the general public at all times exceed 
the aggregate of the number of members representative of business 
and industry and the number of representatives of labor is consistent 
with the principle of representation of all parties concerned and at the 

same time should provide for expeditious formulation of policies and 
regulations which are fair, logical, and workable. 

(3) The implementation of policies for effective stabilization and 
effective maintenance of production will be best accomplished when 
labor and management are both represented on the Board. 

It has been our experience on the plant or company level that both 
labor and management tend to make things work, and there is more 
inclination to “go along’’ even if there is not complete agreement, 
where the parties have participated in the discussion and have had a 
part in the deci ision. There is less incentive for either management 
or labor to “take a walk” from a Board created under statute and 
empowered to act with a simple majority, and where the public 
members constituted such a majority. 

While the existing situation in no way compares with the national 
emergency conditions of World War II, should the situation worsen to 
that point it would be extremely doubtful if no-leck-out and the strike 
pledges would be voluntarily obtained were management gnd labor 
not represented on the Board. 

(4) Public membership majority will strengthen Board. The 
broadening of the base of public members with increased members 
will allow a greater variation and depth of experience to come to the 
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Board. Public membership experience now is primarily in the field 
of labor relations. Most of such experience was gained in the settling 
of labor-management disputes in the arbitration process. This ex- 
perience, while very valuable to them personally and valuable to the 
Board as well, is somewhat more narrow than should be required of 
public membership. Since the Board would primarily be concerned 
with compensation stabilization, significant economic experience could 
be made available to the Board. 

Senate confirmation of public members is appealing to strengthen 
public confidence in the Board and to insure an enlarged background 
of experience to the Board as already discussed. 

Confidence in the Board’s decisions will be increased, for oppor- 
tunity at least will exist for rendering more judicious decisions as 
opposed to compromise ones based on the best internal negotiated 
deal possible. While it isn’t clear now why some decisions would not 
be determined by a simple majority of the Board as compared to 
unanimous vote of public members with one group or the other to 
obtain a two-out-of-three group majority, the structure as proposed 
by the amendment under consideration should remove whatever doubt 
or fear exists in the minds of public members against a simple majority. 

It is my judgment and the judgment of the Illinois State Chamber 
of Commerce that the Wage Stabilization Board has not operated as 
effectively in the national interest as it might otherwise have done for 
(1) it has been operating under powers which it now claims are prac- 
tically unlimited and the exercise of which hinders collective bargain- 
ing, causing otherwise unnecessary disputes. It has reduced the 
effectiveness of other agencies and acts of Congress designed to mini- 
mize disputes and to promote good labor-management relations; and 
(2) it has reduced the over- -all_ effectiveness of the sts abilizs ation pro- 
gram by reason of the very nature of divided attention to policy 
formulation and regulation on the one hand and serving as a disputes- 
settlement agency on the other, and (3) the very structural nature of 
the composition of the Board causes internal bargaining to arrive at 
mere compromise, than judicious decision. 

The Illinois State Chamber of Commerce therefore maintains that 
first and foremost the Board should be stripped of any disputes settle- 
ment authority it now has or might be given by Executive order; and, 
second, the Board should be reconstituted with an aggregate majority 
of public members, who must have Senate approval, and to include 
members representative of labor and members representative of 
business and industry. 

Senator Fu.tsricutr. I am not an expert in this matter at all, but 
just what will we do if they don’t reach any agreement? What is the 
solution? Do you think compulsory arbitration has to be resorted to 
in some form, leaving aside for the moment the character of the board 
that may have to do it? 

Mr. THornron. Compulsory arbitration of labor disputes? No, 
sir. 

Senator Futsricur. Then what happens when they just do not 
agree? What do you propose to do? 

Mr. THornton. In a number of cases; we have had that situation 
with us of course for a long time where there have been disputes 
where people did not get together until after they had sampled one 
another’s opinion for quite some time. 
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Senator Futprieat. When it occurs, though, in an important 
industry such as steel, what do we do about it? Do we let them stay 
down 6 months? What do we do? 

Mr. THornton. I would rather reason on that point that had the 
Board not already been established and had it known by the parties 
that they had the opportunity to go to the Board, that in all probably, 
they would have reached agreement in advance. 

The Cuarrman. That was the testimony before this committee. 

Senator Futsricut. Just assume now, that they are hard-headed 
and arbitrary, and they do not reach agreement. 

What do we do? 

Mr. THornton. After all due process of all the machinery that is 
now set up to take care of such, I believe it would be the opportunity 
to consider it at that time on an individual case-by-case basis. 

Senator Futsrieur. Under what authority then, would you do it? 
How do we get around it? 

Mr. THornton. On a case-by-case basis as it comes up, it would 
seem that in the public interest, the Congress of the United States 
would have an opportunity, and the President of the United States 
would have an opportunity to consider the situation at that time, 
rather than try to provide for it in advance. 

Senator Ives. May I interrupt you for a minute, Senator Fulbright. 

I had an amendment which I offered to the Taft-Hartley Act 
along that very line back in 1949. 

I think that is the way to handle a national emergency situation, 
and I think in certain instances, you would have to have compulsory 
arbitration. 

I do not think there is any way out, in certain instances, and I do 
not think you think there is any way out. 

I have never heard of any way out, aside from that, but I think it 
ought to be imposed by a specific act of the Congress, at the time, 
which would limit the whole thing as of the moment. 

You might have to have a specific act of the Congress to permit 
seizure in a specific instance, limited only to that specific instance 
and nothing else. 

The CuarrMan. That might be true, but how can you have such 
an act passed in a big hurry? 

Senator Ives. May I point out my amendment called for various 
stages so you would never run into a jam where you would have a 
strike before action could be taken. 

The amendment got 40 votes in the Senate. 

Mr. THornton. Would it be true that in the operation of the 
Industrial Relations Act in 1947, that if it seemed headed away, there 
could be some advance examination or preparation? 

Senator Ives. It was called for in the amendment. 

Senator Futsricutr. How does that differ substantially from the 
set-up with the present Board? 

If it is well known that a strike is to take place in the steel industry, 
and then the Congress will settle, will they not judge whether or not 
they come to an agreement as to how much influence they think they 
have in the Congress, whether or not they can get a favorable settle- 
ment or not, just as they judge the characteristics of this Board? 

It seems to me you just substitute the Congress in the place of the 
Board to perform this function. 
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Mr. THornton. I would rather do that, of course, if I was either 
party to the dispute in the Steel case. 

Yet, at the same time, I think there you approach things on an 
individual basis. I refer to fact-finding proceedings which “have an 
opportunity to concern themselves only ‘with that and not to consider 
what will happen in something else, primarily, and as to how this will 
be extended over a long period of time. 

I doubt that in the Steel case, if it had been known that the Congress 
had to make a conclusion on it alone, apart from any other Board 
circumstance, as to whether or not they would have allowed it to go 
that far and would have allowed the bargaining, we will say, that has 
existed to this time. 


There would perhaps have been limits in what could have been 
arbitratable, and it would define the arbiter’s purposes. 

The CHarrMan. Are there any further questions? 

We appreciate your attention, gentlemen. 

Mr. THornton. It has been a pleasure. 

(The following analysis was prepared by and inserted in the record 
at the request of the W age Stabilization Board:) 


ANALYSIS OF DIRKSEN AMENDMENT TO 8. 2645 BY WAGE 
STABILIZATION BOARD 


I. SUMMARY OF PROVISIONS 


The Dirksen amendment to 8. 2645 would amend the Defense Production Act 
by abolishing the present Wage Stabilization Board and creating a new Board, 
with substantially different composition and functions. 

Section 1 of the amendment provides that the number of public members shall 
exceed the total number of industry and labor members combined. It specifies 
that at least one of the labor members shall be representative of an organization 
which is not affiliated with either the AFL or the ClO. 

Section 2 requires the public members to be appointed with the advice and 
consent of the Senate. Sections 3 and 4 provide, respectively, for annual terms 
of office, and for compensation and travel expenses, for Board members. 

Section 5 defines the functions of the new Board. The functions are to be per- 
formed “under the supervision and direction of the Economic Stabilization Ad- 
ministrator.’’ Subsection (A) authorizes the Board to ‘‘formulate, and recom- 
mend tosuch Administrator for promulgation, general policies and general regu- 
lations relating to the stabilization of wages, salaries, and other compensation.” 
By omitting it, this removes the power to promulgate wage-stabilization policies 
and regulations from the Board. Subsection (B) prescribes that the Board, upon 
request, shall ‘‘advise as to the interpretation, or the application to particular 
circumstances, of [wage stabilization] policies and regulations promulgated by 
such Administrator. * * *’ The exact legal effect of the advice given is not 
defined. 

The section provides that “stabilization of wages, salaries, and other com- 
pensation means prescribing maximum limits thereon.’’ This may codify existing 
practice, or it may requiré all wage-stabilization policies to be expressed in a 
mathematical formula. 

In dispute cases, section 5 provides that “‘the Board shall have no jurisdiction 
with respect to any labor dispute or with respect to any issue involved therein,” 
except as provided in clause (B), which grants the authority to interpret and apply 
the regulations. This may deprive the Board of all authority to recommend fair 
and equitable settlements, even of issues involving stabilization policies and 
regulations; or it may permit such recommendation in wage issues; or it may 
permit such recommendation for all issues in a case which involves a wage-stabili- 
zation issue. While the exact scope of the language is not precise, its obvious 
intent is to curtail the present disputes jurisdiction of the Board. Finally, section 
5 provides that, ‘‘Labor disputes, and labor matters in dispute, which do not 
involve the interpretation or application of such regulations or policies, shall be 
dealt with, if at all, insofar as the Federal Govarnment is concerned, under the 
conciliation, mediation, emergency, or other provisions of laws heretofore or 
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hereafter enacted by the Congress, and not otherwise.’”’ The clear effort here is 
to preclude the President from assigning disputes powers to the Board or any other 
new agency by Executive order. 

Section 6 abolishes the present Board. 


Il. Summary or Posirion TAKEN IN TH1s MEMORANDUM 


The principal changes proposed by the Dirksen amendment would affect. (1) 
the disputes powers, (2) the wage-stabilization authority, (3) the tripartite organi- 
zation, and (4) the servicing of independent unions, of the Board. This memo- 
randum discusses each of these changes, concluding that, except for Senate con- 
firmation of public members and the provision for independent union representa- 
tion, as to which we take no position, (a) achievement of the purposes of the 
amendment would be contrary to the public interest, and (6) the objections to the 
present powers and practice of the Board are unfounded. 

A summary of the points made follows: 

1. Disputes. 

2.tPurposes of amendment: 

(a) The curtailment of the disputes authority of the Board is contrary to 
the public interest in minimizing interruptions to defense production. 

(b) The Board’s record in its disputes cases indicates that it has been 
effective in assuring continuous production. The steel case and the cases 
involving individual defense plants are illustrations. 

(c) Other procedures for settling disputes are not adapted to the present 
mobilization period. This includes the national emergencies provisions of 
the Labor-Management Relations (Taft-Hartley) Act, and the machinery 
provided by title V of the Defense Production Act. 

(d) The dispute provisions of the Dirksen amendment raise substantial 
constitutional questions. 

B. Present procedures: 

(a) The present disputes jurisdiction extends only to cases which have a 
direct impact on the national defense effort. 

(b) A subcommittee of the Senate Labor Committee concluded last vear 
that the Board’s dispute powers are thoroughly consistent with existing law. 

(c) The Lucas amendment, virtually identical with the Dirksen amend- 
ment, was defeated in the House last year by a vote of 217 to 113. 

(d) The reeord shows that collective bargaining has been preserved. 

(e) The procedures of the Board and the Labor-Management Relations 
Act have not conflicted. 

(f) The Board has not violated wage stabilization policies in its dispute 
cases, including the steel case. 

Wage stabilization. 
Purposes of amendment: 

(a) The Dirksen amendment divorcees the policy-making from the interpre- 

tations function, and is therefore unrealistic and wasteful. 

(6) The definition of wage stabilization, if it means a mathematical 
formula, is inconsistent with seetion 402 (c) of the act. 

(c) The provisions of the amendment are ambiguous and obscure. 

B. Present procedures: 

(a) The present relationship between the Administrator and the Board 

is efficient and adequate. 
3. Tripartitism. 
\. Purposes of amendment: 

(a) The amendment destroys the substance of tripartitism: equal partici- 
pation and responsibility for the adoption and enforcement of stabilization 
policies and decisions. 

B. Present procedures: 

(a) In no instance have the labor and industry members outvoted the 
public members; most actions have been unanimous. 

(6) A more realistie and enforceable decision is made when Labor and 
Industry are equals, than when the decision is imposed by the public members. 

4. Independent unions. 
A. Purpose of amendment: 

a) The amendment would require that at least one labor member be not 
from an affiliated union. 

B. Present procedures: 

(a) The Board has taken steps to safeguard the interests of independent 

unions, 
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III. Dispures Power 
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A. PURPOSES OF DIRKSEN AMENDMENT CONTRARY TO PUBLIC INTEREST 


The apparent purpose of section 5 of the Dirksen amendment is to eliminate 
the disputes authority of the Board. Adoption of this amendment might thus 
remove the only disputes-settling device created to fit the needs of the mobiliza- 
tion economy, at a time of continuing emergency. In a defense economy, it is 
especially important for the national welfare that there be a minimum inter- 
ruption of production. The Nation does not now rely on the normal peacetime 
methods of allocating materials, stabilizing the economy, and otherwise attaining 
maximum production, but has adopted special emergency legislation, the Defense 
Production Act. Similarly, there should now be a special additional device for 
settling industrial relations disputes without needless strikes. Congress recog- 
nized this fact in title V of the Defense Production Act. Section 501 states: 

“Tt is the intent of Congress, in order to provide for effective price and wage 
stabilization pursuant to title V of this Act and to maintain uninterrupted pro- 
duction, that there be effective procedures for the settlement of labor disputes 
affecting national defense.”’ 

In section 502, Congress authorized the President to designate ‘“‘such persons 
or agencies as he may deem appropriate’’ to carry out the provisions of title V 

Without the Board, the procedures available for settling disputes would be 
inadequate in this mobilization period. The national emergencies provisions of 
the Labor-Manage nent Relations Act, for example, are applicable only in disputes 
which affect ‘‘an entire industry or a substantial part thereof.’’ While a case 
like steel might have been handled under the act, obtaining an injunction in 
this case would have assured only 80 days of uninterrupted production, and 
during that interval the only available procedure would have been a board of 
inquiry limited to making findings of act. In contrast, the existence of the Board’s 
disputes authority resulted in a postponement of the strike for 99 days and has 
provided a recommended basis for settlement. It is important to note that the 
tripartite structure of the Board makes it especially well suited to recommend 
fair and equitable terms for settlement of disputes cases. When all points of 
view are represented, the recommendations for settlement are more likely to be 
in the public interest and there is a greater chance that the recommendations 
will be accepted by the parties. 

Moreover, most of our cases could not have been handled under the Labor- 
Management Relations Act. They involve an individual company rather than 
“an entire industry or a substantial part thereof.’’ While steel has attracted the 
press notices, most of the Board’s disputes eases have concerned a single defense 
plant. In ordinary times the country might not be concerned about a strike in 
a single plant, not involving all or most of an industry. But when the plant is 
producing military aircraft (Douglas case, Boeing case) or is smelting and refining 
raw materials vital to war production (American Smelting & Refining Co. case) 
or is making tank and engine parts (Borge-Warner Corp. case) or is producing 
atomic materials (Atkinson & Jones, Hanford, Wash., project), it is obvious that 
the public interest in this mobilization emergeney demands that there be a special 
device for helping to settle the dispute. 

The machinery provided by title V of the Defense Production Act for the 
settlement of labor disputes is also inappropriate to this period of limited emer- 
gency. ‘Title V was intended to authorize the establishment of a disputes agency 
like the War Labor Board, with subpena power, and with authority to exercise 
jurisdiction over all disputes subject to a no-strike, no-lock-out pledge. The 
President has decided that the present emergency is not so great as to require 
such an extreme step. 

The use of special boards on an ad hoc basis would present serious problems 
because the wage recommendations of such a board would have to be approved 
by the Wage Stabilization Board. If wage recommendations of sueh a board 
were not submitted to the Wage Stabilization Board until after they had been 
formulated, the result would be duplication, delay, uncertainty, and unrest. 
On the other hand, if the ad hoe board were to consult with our Board during its 
consideration of the case, and attempt to secure an advisory opinion as to whether 
projected recommendations would meet wage stabilization requirements, the 
parties to the dispute would not have an opportunity to persuade the Wage 


Stabilization Board that the recommendations were approvable. This might 
amount to a denial of due process. 
The Dirksen amendment also raises substantial constitutional questions. The 


resent dispute functions of the Board stem directly from the President, and repre- 
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sent an exercise of the powers granted to the Chief Executive by the Constitution 
itself. This was the legal basis for the establishment of the Defense Mediation 
Board and the War Labor Board. In the cases brought testing the authority of 
the War Labor Board, the courts consistently upheld the authority of the Board 
to act in accordance with the Executive order establishing it. The present Board 
has a more narrowly defined disputes jurisdiction. The Dirksen amendment 
prohibits the President from authorizing not only this Board, but all other agencies 
not established by statute, to ‘deal with’’ labor disputes. The amendment may 
therefore represent an interference with the executive branch which is contrary 
to the Constitution. 


B. OBJECTIONS TO PRESENT PROCEDURES ARE UNFOUNDED 


The disputes jurisdiction of the Board rests upon Executive Order 10233. 
This was issued in April 1951, carrying out the recommendation of the National 
Advisory Board on Mobilization Policy that the Wage Stabilization Board be 
reconstituted and be assigned disputes jurisdiction. 

Under the Executive order, only two types of cases can come before the Board on 
the disputes side. One is the case jointly submitted by the parties, and accepted 
by the Board, for either binding decision or recommended settlement. Such a 
case must ‘“‘affect”’ the national defense. The other type is the Presidential referral 
of a dispute “‘which substantially threatens the progress of national defense.”’ 
The Board’s responsibility in this type of case is to recommend to the President a 
“fair and equitable settlement.” It is clear that the Board can consider no dispute 
case which does not bear directly on the national defense effort. 

The disputes jurisdiction of the Board, which has remained unchanged since its 
creation in Executive Order 10233, was the object of the most searching investiga- 
tion during the congressional proceedings last year. Both the Senate and the 
House Labor Committees held full hearings on our disputes powers. 

The Senate Committee concluded that ‘“‘The Executive order, insofar as it is 
concerned with disputes, neither adds nor detracts from the existing rights of 
labor and management in collective bargaining; nor does it contravene any law. 
All the Executive order does is to set up one additional avenue of voluntary 
settlement if the President believes that an unresolved dispute will adversely 
affect defense production.” 

On the House side, however, there was introduced the so-called Lucas amend- 
ment, which is virtually identical with the Dirksen amendment. The introduc- 
tion of the Lucas amendment was preceded by full hearings. It received the most 
detailed consideration. In the debate on the Lucas amendment, it was argued 
that the existence of the Board’s dispute function ‘‘* * * would tend to 
nullify free collective bargaining; would tend to minimize the full prior use of the 
Mediation and Conciliation Service; and would tend to a bypassing of the use of 
the national emergency provisions of the Taft-Hartley law. The tendency would 
be for one of the parties to a dispute to go through the motions of using the pro- 
cedures of existing law in order to get a case before the Board, where a favorable 
recommendation might be obtained. During the present tense, crucial period 
that type of action could even cause labor disputes in vital war-production indus- 
tries in order to get cases referred to the Board to obtain a favorable recommen- 
dation.’”’ Despite such arguments, which will no doubt be urged in support of the 
Dirksen amendment, the Lucas amendment was defeated by a vote of 217 to 113. 
If these attacks were valid, the Board would have been flooded with cases and 
other settlement machinery would have fallen into disuse. But, as of April 30, 
the Board had received only 34 dispute cases, 22 voluntarily submitted by the 
parties and 12 referred by the President. The Board refused jurisdiction in six 
of the voluntarily submitted cases because the parties had not exhausted the 
machinery available to them privately, or because of insufficient impact on the 
defense effort, or because the case was submitted for reeommendation only, and 
the Board believed that a mere recommendation was not likely to settle the 
dispute. One Presidential referral was returned to the President for appropriate 
action, because assurances of a resumption of production would not be given. 
The record shows that since last May, when the Board was reconstituted under 
Executive Order 10233, the Board has received an average of approximately 
three dispute cases per month. This figure demonstrates that labor and manage- 
ment have not neglected other available techniques, and have not promoted or 
prolonged disagreement merely to come before the Board. 

Nor does this disputes procedure weaken the mutual readiness to bargain in 
good faith. Executive Order 10233 extends only to disputes “not resolved by 
collective bargainine or by the prior full use of conciliation and mediation facili- 
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ties.’’ The Board is scrupulous to observe this jurisdictional limitation, so far as 
voluntary submissions are concerned. Board Resolution 79 requires the parties 
to demonstrate the bargaining and mediation steps they have carried through in 
order to settle their dispute before bringing it to the Board. In one case, the 
Board returned a voluntary submission for this reason, and the outcome was a 
successful joint petition for approval. 

There has been no conflict between the dispute procedures of the Board and 
those provided in the Labor-Management Relations Act. None was to be ex- 
pected. As the Subcommittee on Labor and Management Relations of the Senate 
Labor Committee concluded last year, “* * * the disputes-handling functions 
of the Wage Stabilization Board are in addition to, rather than a substitute for, 
the emergency disputes provisions of the Tart-Hartley Act.”’ 

Both procedures can be used in a single case. If resort to the Board does not 
. settle the dispute, the statutory procedures can still be utilized. For example, if 
negotiations on the basis of a Board recommendation do not end successfully, an 
injunction may be obtained. This actually occurred in the case involving several 
copper companies and the Mine, Mill, and Smelter Workers Union. 

Nor is there any conflict between the Board’s assumption of jurisdiction over 
the union-shop issue and the Labor-Management Relations Act. Government 
action under that act, whether of the National Labor Relations Board in enfore- 
ing the obligation upon both employer and union to bargain collectively, or of 
the Federal Mediation and Conciliation Service in attempting to bring the parties 
to agreement, or of the boards of inquiry in finding the facts in a national emer- 
vency strike, extends to all the issues. No issue, economic or noneconomic, is 
placed on a special footing. Since it is consistent with that act for the Wage 
Stabilization board to recommend the wage terms of settlement of a dispute, it 
is equally consistent with the act for the Board to make recommendations on the 
P union-shop issue. 

The Board has been able to secure a resumption of production where a strike 
was in progress, or to avoid an interruption to production where one was threat- 
ened, in every disputes case which it has accepted on voluntary submission or 
which has been referred to it by the President, with one exception. In that 
exceptional case, as was pointed out above, the case was returned to the President 
and an injunction was obtained. ; 

In the following cases the Board’s recommendations served as a basis of settle- 
ment or finally decided the dispute: American Smelting & Refining Co. (Garfield, 
Utah, smelter), Wright Aeronautical Corp.; Hanford, Wash., atomic energy 
project; Todd Shipyards Corp. The remaining cases have not yet been completely 
settled or are on the Board’s agenda. 

The record shows that the exercise of the Board’s disputes functions has not 
weakened the stabilization program. Contrary to fears expressed last year in the 
debate on the Lucas amendment, recommendations in dispute cases have not been 
the occasion for violation of wage stabilization policies. The Board is fully aware 
of the requirement imposed on it by section 409 of Executive Order 10233, re- 
quiring that ‘‘any wage action”’ in a dispute case “‘shall be consistent with stabiliza- 
tion policies.” 

In the steel case, for example, the Board’s wage recommendations are based on 
the most careful consideration of the stabilization policies previously adopted 
and applied. The amount recommended can be put into proper perspective by the 
fact that it does not preserve the steel workers’ real wage since the last wage 
increase. Had the Board allowed an increase corresponding to the rise in the 
Bureau of Labor Statistics Consumers’ Price Index from the most recent index 
figure available at the time of the 1950 increase, 16 cents could have been recom- 
mended as an immediate increase. Instead, the Board’s recommendations 
provide for an immediate increase of 1214 cents, an increase of 13.75 cents averaged 
over the year 1952, and a total increase, achieved at the end of 18 months, of 
17% eents. 

The Board also considered wage comparisons with other industries, many of 
whieh have received cost-of-living and productivity improvement factor wage 
adjustments, under wage stabilization. The 1950 increase for steel was the end, 
; rather than the beginning of a ‘‘round.”’ In 1951, when the steel workers received 

no inerease, wage rates for automobile workers advanced 17 cents an hour, for 
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. electrical manufacturing employees 15.5 cents, rubber workers 13 cents, airframe 
workers 12 to 15 cents, employees engaged in nonferrous metals 15 to 16 cents, and 
: for meat packing workers, 17.3 percent. 


Many of these workers will receive increases in 1952, under stabilization de- 
cisions and policies approved by the Board unanimously. In recommending an 
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18-month contract, the Board achieved industrial stability and insured that no 
other wage increases, even though consistent with stabilization regulations, could 
be obtained by the steel workers for the entire period. 

So far as the fringe benefits are concerned, what was recommended, which was 
less than that demanded by the union, was consistent with our policy governing 
fringe benefits. That policy permits increases up to the level of the area or in- 
dustry practice. The benefits recommended are below those which prevail in 
American industries and American communities generally. 

Inasmueh as workers in Many important industries already enjoy the fringe 
benefits and wage rate increases recommended by the Board, the steel case will 
not “set a pattern.’”’ In any event, there has not been an automatic following of 
basic steel, even in fabricating. And the economic circumstances of other in- 
dustries, such as textiles and hosiery, confirm that there will be no pattern set 
by the steel recommendations. Proposals to increase wages in other industries 
will be weighed by the Board against the stabilization regulations and policics, as 
were the steel proposals. Where the increases may be approved under these regu- 
lations and policies, it would be unfair to deny approval; where the increases 
should be denied, they will be. 

In brief, the recommendations in the steel case took into account changes in 
the cost-of-living, intraplant wage-rate relationships, the substantial rise in 
productivity in the industry and comparisons with other industries. These 
factors come within the ambit of wage regulations and policies existing before 
the steel recommendations were formulated. Many of the regulations provide 
for a case-by-case review of the voluntary wage adjustment, to insure that the 
particular adjustment is equitable under the specific circumstances and is con- 
sistent with stabilization policies. This exercise of judgment, in voluntary as 
well as disputes cases, makes impossible a calculating-machine answer to what 
might be a stabilized adjustment in any particular case. The Board’s recom- 
mendations have been approved as not unstabilizing by the President, by the 
National Advisory Committee on Mobilization Policy, and by the Economic 
Stabilization Administrator. 
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A. PURPOSES OF AMENDMENT CONTRARY TO PUBLIC INTEREST 

















The purpose of the Dirksen amendment is to curtail the wage-stabilization 
functions of the Board. While its exact effect is not too clear, it apparently 
restricts the Board to the formulation and recommendation of general wage- 
stabilization policies, and to giving advice as to the application of the policies and 
regulations promulgated by the Economic Stabilization Administrator to particular 
cases. 

At the very least, this separates the policy-making from the interpretation 
functions. To divoree the policy-making from the interpretation functions is 
unrealistic and wasteful. It is unrealistic because the agency which has the sole 
power to promulgate regulations is administratively isolated from the process of 
interpretation and application which poses the real problems of the day-to-day 
impact of wage-stabilization regulations upon employers, unions, and emplovees. 
It is wasteful because it leads inevitably to duplication of effort and expense, 
delay in serving the public and to confusion of responsibility. For example, any 
interpretation which might conesivably be construed as an amendment to a 
wage regulation, as well as any amendment even of the most minor character 
would presumably have to be cleared by the Administrator. Recentiy, the Board 
amended its resolution relating to operators of over-the-road trucks and busses, 
to permit adjustments to be rounded off in accordance with the employer's past 
practice. If minor amendments of this character have to be sent to the Adminis- 
trator for promulgation, the resu't will be confusion and delay. 

The amendment apparently assumes that all wage stabilization problems can 
be solved by having the Economie Stabilization Administrator promulgate general 
policies and general regulations which are confined to “prescribing maximum 
limits’ on possible wage increases. The fault in this assumption is demonstrated 
by the act itself. Section 402 (c), which is not affected by the Dirksen amendment, 
provides that stabilization regulations must be generally fair and equitable, must 
prevent hardship and inequity, and must take into consideration certain other 
factors. These statutory criteria by their very nature depend in large part upon 
the circumstances of particular cases. The equities of the small-business man who 
raises his rates to compete for labor, if he is to be able to shift to defense production, 
cannot be served by adding machine stabilization. To fulfill the statutory stand- 
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ards, individual cases must be considered upon their merits. The Dirksen amend- 
ment thus seems to be inconsistent with section 402 (c) of the act. 

It is difficult to predict the wage stabilization effects of the Dirksen amendment 
because its provisions are unclear. The most perplexing question is the scope of 
the Board’s power to interpret and apply the policies and regulations promulgated 
by the Administrator. The Board must “advise” as to the interpretation and 
application. Is this advice to be binding, so that a party who does not choose to 
accept it is subject to the penalties prescribed by the act? If the advice is rather 
of persuasive value only, so that the public may not rely on it, the amendment 
establishes an unnecessary function. If no party could afford to rely on the 
Board’s advice because such advice might be easily repudiated by some other 
agency, employers and unions would either stop coming to the Board altogether, 
which would entail an obvious waste of the taxpayers’ money, or would be con- 
fused and misled by advice which seems reliable but is not in fact. To be protected 
against any future enforcement action, a party could not be content with the 
Board’s interpretation, as he is today, but would feel compelled to obtain the 
official stamp of approval from the Administrator as well as the Board. The 
burden of red tape, expecially on small employers, might be intolerable. 

Another obscurity is inherent in the definition of wage stabilization as 
scribing maximum limits’’ on wages, salaries, and other compensation As noted 
above, if this refers to a mathematical ceiling or formula, it conflicts with section 
402 (c) of this same act, which requires a nonmathematical administrative discre- 
tion in the application of the statutory standards to particular cases. Moreover, 
the language may reflect on the authority of the price stabilizers. If the adminis- 
trative discretion is to be the same on both the price and wage sides, there is no 
need of any amendment to the statutory language. — If the Stabilization Adminis- 
trator is to enjoy a narrower discretion on the wage side than on the price side, 
the exact scope of his discretion should be spelled out 

Still another obscurity concerns the enforcement function. Is this funetion 
to be performed by the Board, or by the Administrator? The amendment leaves 
this issue up in the air. 


‘“ore- 


B. OBJECTIONS TO PRESENT PROCEDURES ARE UNFOUNDED 


‘t present, the stabilization organization is built on a functional division be- 
tween top planning and coordination, and day-to-day operations. Planning and 
coordination is the responsibility of the Feonomic Stabilization Administrator. 
This function includes the clearing of major policies and regulations before their 
promulgation. Day-to-day operation, which is exercised by the Board for wages 
and by the Office of Price Stabilization for prices, includes not only formulation 
and promulgation of general policies, and general regulations, but, in 
the issuance of decisions and rulings. 

This amendment would leave the price organization as it is, but would subtract 
operational responsibilities on the wage side from the Board and add them to the 
Stabilization Agency This is an obviously wasteful process, expeciall 
neither the intended results nor the probable consequences are clear 

The amendment is obviously based on the notion that there is an imbalance in 
the present relationship between the Administrator and the Board, which the 
Administrator requires additional statutory authority to correct The fact is to 
the contrary. The Administrator now has full wage stabilization authority under 
Executive Order 10161, and is legally free to change the existing relationship 
between himself and the Board if he regards it as unsatisfactory In fact, the 
Board has no wage stabilization authority except under the terms of a general 
order issued by the Administrator. In practice, the relations between the Board 
and the Administrator are fully cooperative and harmonious. In testifving before 
this committee on the extension of the act, the Administrator « xpressed confidence 
in the Board and expressed no dissatisfaction whatever with the wage stabilization 
authority he presently exercises and with his present relationship with the Wage 
Stabilization Board. 
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V. TRIPARTITISM 


A. PURPOSES CONTRARY TO THE PUBLIC INTERES 


The Dirksen amendment would Cestroy the principle of equal tripartitism by 
providing for a greater number of public members than industry and labor mem- 
bers combined. The shadow of tripartitism, representation from three sides, 
would be preserved; the substance, equal participation in the formul 


lation and 
administration of wage stabilization, would be cde stroved. Without equal re pre- 
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sentation, labor and industry representatives cannot carry on equal responsibility 
with the public members. They cannot participate with the same effectiveness if 
they know that their votes will count for nothing. Without equal participation, 
the labor and industry role would be reduced to a merely advisory function. It 
would not be possible to obtain the services of the high caliber of men who now 
serve on the industry and labor sides of the Board table. 

Equal representation promotes voluntary cooperation and compliance with 
the wage stabilization program. Those who are responsible for a policy are 
willing to enforce it. They are in a position to explain the Board’s position to 
their constituencies. If they were merely advisers, they could not explain and 
defend stabilization policy on the basis of their equal responsibility for it. 

When the Lucas amendment was pending, the Board adopted a statement on 
the proposal to change the tripartite character of the Board, by unanimous vote. 
The statement emphasized that the present tripartite structure is the product 
of the determination to maintain fully democratic procedures in time of emer- 
gency. The unanimous statement pointed out that the strength of tripartitism 
lay in equal participation. The statement pointed out that under present pro- 
cedures, ‘‘ Decisions are made after discussion among equals. They are reached 
through the exercise of persuasion rather than the exercise of a dominant voting 
power by any particular segment of the Board. Only through participation by 
equals can real cooperation be achieved in reaching decisions affecting millions 
of employees and their employers. Only in this way can those employees and 
employers be assured that Government is fully aware of their problems, their 
needs, and their desires.” 











B. OBJECTIONS TO PRESENT PROCEDURES ARE UNFOUNDED 





A common allegation against equal tripartitism is that the labor and industry 
members may outvote the public members. In fact, this has never happened 
in a matter of significance during the life of the present Board. None of the 21 
general wage regulations, 90 resolutions, tens of amendments to the regulations 
and resolutions, and tens of thousands of case decisions, have been adopted 
without the support of the public members. Indeed, the great majority of all 
Board actions have been taken by unanimous vote. 

It might also be argued that the public members cannot be true guardians of 
the public interest because they must inevitably take’a position of compromise 
between the two partisan extremes. This position is valid only to the extent that 
labor and industry members represent only partisan interests inconsistent with 
the public interest. The truth of the matter is that ideas as to what constitutes 
the public interest necessarily differ among different groups. But, each group’s 
belief that its version of the public interest is the soundest one may be both 
honest and reasonable. It is, therefore, completely incorrect to say that only the 
public members represent the public interest. Nor is this merely a matter of 
theory; the record shows that all Board members—labor, industry, and publie— 
have been fully mindful of their responsibility as public officials. 

Furthermore, this attack on tripartitism overlooks the value of informed com- 
promise in a democratic society. When there is equal representation, all sides 
take the position that once a decision is made, it is the Board’s decision and all 
will help enforce it. This means that a majority decision, with industry or labor 
dissenting, has a more substantial impact than any all-public decision which the 
two sides would not accept. The public interest would lose more from sacrificing 
equal participation and responsibility than it could possibly gain from a restriction 
of partisan representation. 


VI. INDEPENDENT UNIONS 





While the Board has no objection to the independent union provision, the 
following discussion is pertinent to the issue. 


A. 





PURPOSES OF AMENDMENT 


The Dirksen amendment requires that at least one of the labor members of the 
Board shall not be a representative of an organization affiliated with the two 
major national labor organizations. According to the proponents of the Lucas 
amendment of last year, the purpose of this provision is to provide representation 
for independent unions. 

Since the 1951 amendments to the Defense Production Act became law, the 
largest group of employees belonging to independent unions, the railroad workers, 
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have not been subject to the jurisdiction of the Wage Stabilization Board. Ex- 
cluding the railroad workers, the largest independent union is the United Mine 
Workers, which has clearly indicated that it is unwilling to participate in wage 
stabilization. The only sizable group of independent unions remaining is the 
bloe which was ejected from the CIO as Communist-dominated. There are also 
a number of small independent unions with varying, and to some extent in- 
consistent, interests. It would be difficult to select an adequate representative 
of these interests. 

The amendment may be based on the assumption that there is conflict of 
interest between representatives of organizations affiliated with the AFL and 
the CIO, and representatives of other unions, so far as wage stabilization is 
concerned. There is no such conflict of interests. If a wage increase is dis- 
approved for unorganized workers or for workers who belong:to an independent 
union, the basis for the disapproval may become a precedent for cases invelving 
affiliated workers. Moreover, the labor members, like the other members of the 
Board, have taken oaths as public officers to serve the public interest. No evidence 
has been cited suggesting that they have violated their oaths in the past o1 
might do so in the future. 


B. PRESENT PROCEDURES 


The Board has established a top-level office, under the direct supervision of a 
public member of the Board, the sole responsibility of which is to assist independ- 
ent unions. And Board Resolution 28 bas declared that Board policy is ‘“‘to 
afford equal treatment to employers and employees in the precessing of their 
cases, regardless of affiliation or nonaffiliation with particular organizations * * *,”’ 
The record of the Board has been fully consistent with this policy. 


CONCLUSION 


In the absence of hearings and reports on the Dirksen amendment, there is 
no way of ascertaining the reasons which prompted its proposal. On the record, 
there is no evidence that independent unions have been treated unfairly, that the 
tripartite structure of the Board is defective, and that either the wage stabiliza- 
tion or the dispute functions have not been properly fulfilled by the Board. 
Probably, the arguments which will be offered in support of the Dirksen amend- 
ment this year will be the same as those offered in support of the Lucas amend- 
ment last vear. Nothing has happened in the last year to add validity to those 
arguments. 


(Whereupon, at 4 p. m., the committee proceeded to other business.) 
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TUESDAY, MAY 13, 1952 


Unirep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Wash ington, D.C. 

The committee met, pursuant to call, at 10:30 a. m., room 301, 
Senate Office Building, Senator Burnet R. Maybank, chairman, 
presiding. 

Present: Senators Maybank, Fulbright, Robertson, Frear, Doug- 
las, Benton, Moody, Capehart, Bricker, Ives, Schoeppel, and Dirksen. 

The Cuarrman. The he: aring will be in order. 

The committee will hear testimony first this morning from our 
colleague, Senator Fulbright. Senator, you may proceed in your 
own way. 

Senator Futsricgut. Thank you, Mr. Chairman. 


STATEMENT OF J. W. FULBRIGHT, A UNITED STATES SENATOR 
FROM THE STATE OF ARKANSAS 


Senator Futsricut. I do not think we put into the record the 
pertinent part of these proposed new regulations that will go into 
effect July 1. They have been published in the Federal Register. 

The Cuarrman. Without objection, the proposed rules to be placed 
in effect will appear in the record at this point. 

Senator Futsricut. | do not see any use in putting it all in. [ 
have marked the parts pertinent to this amendment for the reporter. 

The CaarrmMan. Those parts will be printed in the record. Parts 
of sections 201.1 and 201.5 

(The information referred to follows:) 

§2011 * * * 


* * a ~ * 


(2) It is expressly agreed and understood that where the contractor, pursuant 
to such relaxation, enters into any arrangement with a secondary contractor for 
manufacture or supply of the contract commodities, or materials or parts to be 
used in the performance of the contract, the contractor is charged with the duty of 
obtaining compliance by the secondary contractor with the requirements of these 
stipulations to the same extent as if he performed the work himself and he shall 
be liable for any failure by the secondary contractor to observe the requirements of 
such stipulations; except that this undertaking by the contractor is not applicable 
where the secondary contractor is an ‘‘auxiliary supplier’? within the meaning of 
§ 201.5 (c) of the Public Contracts Act Regulations (41 CFR 201.5 

(b) Minimum wage. All persons employed by the contractor (or by a second- 
ary contractor as permitted under stipulation (a) hereof) in the manufacture or 
furnishing of the materials, supplies, articles, or equipment used in the performance 
of the contract will be paid, without subsequent deduction or rebate on any ac- 
count, not less than the minimum wages as determined by the Secretary of Labor 
to be the prevailing minimum wage for persons employed on similar work or in 
the particular or similar industries or groups of industries currently operating in 
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the locality in which the materials, supplies, articles, or equipment are to be manu- 
factured or furnished under the contract: Provided, That deductions or rebates 
are permitted to the extent authorized under the Fair Labor Standards Act of 
1938, as amended. 

. * * * * + + 


§ 201.5 Responsibility for breaches and violations of contract stipulations. (a) 
Any person, corporate or individual, including but without limitation officers and 
agents of contract signatories, having actual or constructive knowledge that the 
Walsh-Healey Public Contracts Act stipulations are applicable who causes or per- 
mits or fails to exercise his authority to prevent the employment of any person in 
violation or breach of such stipulations, shall be deemed to be a party responsible 
for such violations and breaches and shall be liable in liquidated dam ages and sub- 
ject to the sanctions provided in the act. 

(b) In all cases where a secondary contractor (1) produces or delivers all or 
some of the commodities called for by the contract or performs any operations 
on such commodities, or (2) supplies materials or parts to be used in the manu- 
facture of the commodities called for by the Government contract, and such 
secondary contractor has actual or constructive knowledge that such commodities 
are to be used in the performance of a Government contract subject to the act, 
he shall be bound to observe the labor standards required by the contract and the 
act, and shall be liable for all acts or omissions on his part which result in the non- 
observance of such labor standards, unless such secondary contractor is an auxiliary 
supplier as defined in paragraph (c) of this section. 

(c) If it is the regular practice in the industry engaged in the manufacture of 
the commodities of the type called for by the Government contract for members 
of such industry to purchase certain materials or parts to be used in the production 
of such commodities rather than to manufacture them, or to have cerain opera- 
tions on the commodities performed by others, the vendor of such materials or 
parts, or the person performing such operations shall be deemed to be a sub- 
contractor who is an auxiliary supplier and the work performed by him shall not 
be deemed to be within the coverage of the act. 

d) For the purposes of this section, the Administrator of the Public Contracts 
Division shall, as necessary, investigate the practices prevailing in the various 
industries with respect to specific commodities and shall issue determinations as 
to regular practies, which, when made, shall be conclusive. 

1) In making determinations of regular practice the Administrator shall give 
due regard to that practice which is followed in the production of 50 percent or 
more by volume and dollar value of total industry production of the same or 
similar commodities, and, where most of such production is concentrated in rela- 
tively few large producers, to the practice followed by the majority of producers 
of such commodities. 

(2) Any employer who contemplates the performance of work subject to the 
act and the regulations in this part may submit to the Administrator by regis- 
tered mail an inquiry, setting forth the contract or contract bid number, the 
commodity called for by the contract, the work to be performed by the secondary 
manufacturer or supplier, and his understanding of what the regular practice is 
in the industry with en to the specific commodity involved. Within 15 
davs from the — ipt of such inquiry, the Administrator shall notify the inquirer 
of any applicable determination which has been made as to the regular practice 
in the neler. If the Administrator has made no applicable determination, he 
shall endeavor to make one. If, however, he is unable to do so within 15 days 
from receipt of the inquiry he shall so advise the inquirer, and may authorize 
him to proceed, with reference to the specific contract or contracts, on the assump- 
tion that the inquirer’s understanding as to regular practice is correct. 

Senator Fu_sricat. In the 20 months since Congress enacted the 
Defense Production Act of 1950, an attempt has been made to subvert 
its basic purpose and to capitalize on the national emergency in a 
manner contrary to the intent of that act. That attempt, which has a 
serious impact, both on the cost of the production for defense and on 
the private enterprise system, and particularly small business, has 
been made by the Department of Labor through a misuse of the 
Walsh-Healey Act in a manner never contemplated by the Congress 
when the statute was enacted. Therefore, I propose, by making clear 
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that original intent, to plug this loop-hole that has developed in the 
Defense Production Act. 

First, let us look at what we sought to do in 1950 with the Defense 
Production Act. The declaration of policy of the Defense Production 
Act of 1950 states: 

It is the intention of the Congress that the President shall use the powers 
conferred by this Act to promote the national defense, by meeting, promptly 
and effectively, the requirements of military programs in support of our national 
security and foreign policy objectives, and by preventing undue strains and 
dislocations upon wages, prices, and production or distribution of materials for 
civilian use, within the framework, as far as practicable, of the American system 
of competitive enterprise. 

When we wrote that act, we recognized that we were focusing the 
power of the Government behind the acceptance and performance of 
Government contracts. We gave the President authority to impose 
priorities and allocations, and to compel the performance of Govern- 
ment contracts. At the same time we recognized the dislocating 
effect that such power could have on the free enterprise system, and 
we sought to protec t it from the _ umage to it, which could result from 
the uncontrolled impact of the Government purchasing power. We 
sought to stabilize wages and prices in their proper relationships. We 
sought to encourage small business to participate by creating a Small 
Defense Plants Administration. It now de ‘velops that those protec- 
tions have not and will not be sufficient unless we check an otherwise 
uncontrollable tendency to dislocate the private enterprise system and 
to promote inflationary forces. 

Let us see what has happened. Notwithstanding our express pur- 
pose in 1950 and also contrary to the clear legislative history of the 
Walsh-Healey Act, to which I shall refer again, the Secretary of 
Labor has taken several steps, and contemplates further action, which 
go far to increase prices and wages and to discourage Government con- 
tracting, particularly by small-business men. Unless those practices 
are stopped, much of what we did in 1950 and are trying to do today 
may be defeated. Fortunately, they can be stopped by the relatively 
simple device of making clear at this time what the legislative history 
shows was the intent of the Congress when it passed the Walsh-Healey 
Act, and by adding a further safeguard of judicial review which will 
protect us in the future against otherwise uncontrollable administra- 
tive action. 

Senator Ropertrson. May | interrupt you there? 

Senator Futspricutr. Yes. 

Senator Ropertson. In the early part of World War II, I appeared 
before the House Naval Affairs Committee which had a bill relating to 
naval construction and Government work. At that time | presented 
figures to that committee to show that we could save at least $10 
billion—that was proved, but the estimate was far too low because 
the expenditures were far more than | had anticipated in the early 
part of the war—if they would include in their bill a provision during 
the emergency providing for a 44-hour week, instead of a 40-hour 
week under the so-called Fair Labor Standards Act. The Congress 
refused to make any amendment of an act passed in the midst of the 
depression when the specific purpose as explained before Mrs. Norton’s 
committee on Labor by John L. Lewis—he was the main spokesman 
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for that—was to spread employment and to prevent sweat shop 
conditions. That was the purpose of the act. 

When we got into World War II, that act was used to increase the 
cost not only to the Government but to everybody else of what was 
produced, because we had to work more than a 40-hour week. No- 
body objected to working more than a 40-hour week but they had to 
pay them time and a half. 

Since that time a number of labor unions have gotten contracts 
to the effect that if they work on Saturday, it is double time. If 
they work on Sunday, it is more than double time. 

The Department of Labor in its administration of the Walsh- 
Healey Act, absolutely contrary to the declared intent of Congress, 
as you will fully demonstrate before you conclude your prepared 
remarks, said that the Walsh-Healey Act shall be the wage scale in a 
given locality, and they operated on a national basis. However, they 
used the top union agreement with excessive overtime to put a burden 
on these small plants who cannot possibly pay it and that excludes 
them, not only to the detriment of production and prosperity in these 
localities, but measurably increasing the cost of everything that the 
Government has to buy. 

I think that the Government in this emergency would be well 
advised to amend the 40-hour week for Government workers because 
if we required Government workers to work a half day on Saturday, 
it would be 2 days in a month and 2 days in a 20-day month would 
be a 10-percent increase. 

The Congress is being flooded with requests to make a 10 percent 
cut in the pay of all Government agencies. That is in the bills 
coming over constantly from the House, a 10 percent cut. 

The CHarrMan. And you have all those riders in there, too, which 
in the end will amount to a further cut. 

Senator Ropertson. And they cannot fill but about one-tenth of 
what is needed as a result of the cuts. 

The Government sets the pattern. Many of us want to work on 
Saturday, and many of us do, because we find it convenient to work 
on Saturday when the Senate usually is not in session, to get caught 
up with things we have not been able to handle during the week. You 
cannot do any business with any department in Washington because 
they all close up. 

As I say, a mere change to that effect in the 40-hour week for 
Government employees would be equivalent to increasing the pro- 
duction of Government employees 10 percent. 

Well, when you add all these accumulated effects of the way they 
are tying the Walsh-Healey, and the Davis-Bacon to the highest 
overtime payment in the national average—and I cited instances in 
the last hearing when the Secretary of Labor was before us, that it 
was not anything but the District of Columbia in this area—it increases 
the cost of eve rything the Government buys 

Senator FuLBricut. The way they have applied it is directly con- 
trary to the Defense Production Act, and the WSB was created under 
that by Executive order. You have a direct contradiction of it. 
This committee is supposed to be concerned with stabilizing or pre- 
venting undue increases, whereas this bill is now being used to increase 
costs and that of course creates pressures in the inflationary spiral 
all the way along the line. 
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Senator Rosrertson. Before I leave that subject, 1 want to quote 
from page 12 of a statement that I have had the staff prepare to be 
inserted in this record which discusses first the Canadian control 
system and how it works and what they have done about that. 

(The statement referred to follows:) 


ANALYSIS OF CANADIAN CONTROLS 


May 12, 1952. 
Hon. Burner R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
Washington 25, D. C. 

Dear SENaTOR MayBank: The following data which you had instructed the 
staff to compile sometime ago is presented in the form requested in Senator 
Robertson’s letter of April 28, 1952. 

Therefore, it will appear under tbe three following general headings: 


I. Canadian controls 
II. Comparison of American and Canadian military programs 
Il. United States deficit financing 


] 


Sincerely yours, 
{0oBERT D. L’ HEvREvxX, Counsel. 


I. CANADIAN CONTROLS 


The Canadian defense program is designed to meet the needs of national secur- 
ity, to fulfill the collective defense obligations which Canada assumed as a signa- 
tory of the North Atlantic Treaty and to permit Canada, as a member of the 
United Nations, to play its part in the maintenance of international security. 
The Canadian rearmament program was undertaken at a time when the Canadian 
economy was already operating at close to capacity. Canada was, therefore, 
faced with two serious economic problems: First, that of diverting materials, 
industrial capacity, and manpower from less essential uses to defense activities 
with the least possible dislocation of the economic life of the economy. Secondly, 
that of restraining the inevitable inflationary pressures caused by the impact from 
abroad of the defense efforts of the United States and other NATO countries, as 
well as the impact of Canada’s own defense program. 

In order to restrain inflationary pressures and to facilitate the transfer of pro- 
ductive resources required for defense purposes, a number cf fiscal and monetary 
measures have been adopted and a number of direct controls over the use of 
scarce resources have been established. The policy embodied in these measures 
is consistent with the objectives laid down in the statement of principles for eco- 
nomie cooperation, signed on October 26, 1950, by the United States and Canada. 
The fiscal and monetary measures are outlined in the first part entitled ‘* Measures 
Designed to Maintain Internal Economic Stability,” and the various direct con- 
trols are described in some detail in the second part entitled ‘‘Direct Control- and 

telated Measures Designed to Assist in the Carrying Through of the Defense 
Program.” 


MEASURES DESIGNED TO MAINTAIN INTERNAL ECONOMIC STABILITY 


During the immediate postwar period prices in Canada, as in other countries, 
had risen sharply as controls were removed and the accumulated effects of war- 
time physical shortages and Government deficits worked themselves out. Indi- 
viduals and businesses had wanted to make good their long-deferred consumption 
and investment needs, and they had been able to do so quickly because of their 
very strong liquid position. Large wartime Government deficits had increased 
the public’s holdings of Government bonds, or (where Government securities 
had been issued to or eventually bought by banks) had increased the publie’s 
holdings of money to a corresponding extent. Also, the extension of foreign credits 
and gifts to assist European recovery, and their physical counterpart in the form 
of large export surpluses, had added to inflationary pressures in North America. 
During this period, when it would not have been practicable to keep down Cana- 
dian prices in isolation, Canadian policy was directed toward making the adjust- 
ment to higher price levels, and from controlled to normal free markets, in as 
orderly a manner as possible. 
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By 1949 it appeared that deferred upward pressures on the North American 
price level had worked themselves out, and in the United States there was a moder- 
ate recession of economic activity. In Canada, however, there was virtually no 
counterpart of this recession. The difference is probably to be accounted for by 
the strongly continued growth of private investment in Canada, particularly in 
the development of basic industries. New investment was absorbing an even 
larger proportion of total output than in the United States. Even before Korea, 
Canada’s expanding productive capacity was barely able to keep pace with the 
demands on it. 

In such circumstances, the rapid acceleration of the defense programs of Canada 
and other countries which began in July 1950 raised the threat of inflation. It was 
clear that as defense requirements expanded they would involve limitations on 
investment and on the output of consumer goods, particularly hard goods, at a 
time when personal and business incomes would be rising and when public hold- 
ings of liquid assets were large. In the event, exaggerated fears of shortages and 
inflation, particularly in North America, led to a wave of consumer buying and 
substantial accumulation of inventories, and world prices rose sharply. Prices in 
Canada followed the same trend, and in fact increased slightly more than in the 
United States. It would not have been possible to isolate Canada from the rise 
in world prices. Indeed, in view of the large-scale expansion of basic industry 
which has been going on, and which has been accelerated by the defense require- 
ments of Canada and other countries, Canadian legislators believed that the cir- 
cumstances were such that Canadian prices might have risen appreciably more 
than American prices if Canada had not taken vigorous domestic anti-inflationary 
measures. 

In order to restrain the strong inflationary pressures and to facilitate the transfer 
of productive resources required for the expanded defense effort, the following 
fiscal and monetary measures were adopted: 

(1) Strict pay-as-you-go fiscal policy under which the expanded defense 
expenditures were fully covered by current revenues from increased tax 
rates—the maintenance of substantial budgetary cash surpluses to help 
reduce excess spending power. 

(2) Rigorous economy in nondefense expenditures. 

(3) Imposition of special taxes designed to reduce consumer purchases of 
less essential goods, including consumer durables. 

(4) Discouragement of a broad category of less essential investment 
through 4-year postponement of all depreciation allowances. 

(5) Restriction of credit and limitation of monetary expansion accom- 
panied by rising interest rates, reduction in availability of Government funds 
by way of mortgage credit for housing, and curtailment of installment credit 
for purchase of consumer goods. 

The Government has followed a strict pay-as-you-go fiscal policy. Indeed, 
because of the leverage of rising prices on tax vields, and because of the ‘‘ build-up”’ 
time required in the defense program, the Government had an over-all cash surplus 
in the fiscal year ending March 31, 1951, and is likely to achieve a similar result 
for the fiscal year 1951-52. 

As a part of this fiscal policy, the Government has rigorously scrutinized its 
nondefense expenditures, both current and capital, and has made appreciable 
reductions. The means test system of old-age pensions was replaced in January 
1952 with a universal pension toe persons aged 70 and over, which increased total 
Government expenditure at that time. This expenditure is, however, to be met 
out of a separate fund financed from special “earmarked” taxes. This measure 
had been under discussion since 1945 and had been recommended by a Joint 
Parliamentary Committee before the Korean outbreak. It will be financed by 
new 2 percent taxes on personal and corporate income, and by earmarking the 
2 percent addition to the general sales tax made last April, all of which will be kept 
separate from the general tax structure. 

General taxation has been increased substantially since June 1950. The Federal 
corporate income tax has been raised from 33 to 45.6 percent (in addition to which 
there are similar provincial levies of 5 to 7 percent). The personal income tax has 
been increased by a 20 percent surcharge, to produce new rates which are illus- 
trated in the following table: 
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Canadian personal income tax (married person with no children) 


| Tax rate at | | Tax rate at 
Income | Total tax margin of Income Total tax | margin of 
income income 


Percent Percent 
$90 18 $20,000 ____ 6, 612 5 

$: : ace 282 20. 4 || $50,000! 25,517 

$5,000 : 612 22.8 || $100,000! ____- 63, 677 

$10,000... _- 1, 992 36 = || $250,000 ! 196, 637 


1 Assuming income up to $30,000 to be earned income, and income above that level to be from investments. 


The special excise tax on luxuries, including automobiles and many other dur- 
able consumers goods, was raised from 10 to 25 percent and a new 15 percent 
excise tax was imposed on goods such as electric stoves, washing machines and 
refrigerators. (These excise taxes are additional to the 8 percent general sales 
tax and its 2 percent supplement for financing universal old-age pensions referred 
to above.) Taxes on liquor and tobacco have also been substantially inereased. 

Although expanded defense expenditures are being fully covered by taxation, 
they have come on top of arising level of capital investment at a time when certain 
influences may be unfavorable to saving. One such factor is the higher tax rates, 
payment of which may involve in some cases a lower rate of personal or business 
saving. Anticipations of shortages of goods or of rising prices may also at times 
tend to reduce saving. It was therefore necessary to supplement a balanced 
Government budget with measures designed to maintain or increase net private 
saving and limit new private investment, in order to promote a noninflationary 
balance between them. 

The Central Bank has pursued a restrictive policy with respect to the cash 
reserves of the commercial banks, and, in February 1951, announced that the 
commercial banks had agreed to tighten their lending practices in all fields of bank 
lending, with the objective of avoiding any further increase during 1951 in t] 
aggregate volume of their loans and holdings of non-Government securities. Thi 
objective was achieved. In actual fact, public holdings of currency and active 
bank deposits declined slightly over the whole year 1951 and at the end of the 
vear were 2 percent less than in September 1950. In January 1952 the chartered 


S 


banks agreed to continue their policy of restraint in the granting of bank credit. 

One result of the tightening of credit has been that nonbank lenders and in- 
vestors have become more cautious, and have reduced the scale of their activity 
in the field of mortage lending and new security issues. A further effect of tight- 
ened credit has been the establishment of higher interest rates in Canada, as in 
other countries. The Government is seeking to give direct stimulus to personal 
saving in its most recent savings bond campaign, through more attractive terms 
and greater promotional effort. 

Apart from measures affecting credit conditions generally, the terms of install- 
ment sales of consumer goods have been made subject to Government regulations: 
for example, the down payment on an automobile has to be at least 50 percent of 
the purchase price and on other goods 3314 percent. For the greater part of 1951 
the balance had to be paid in 12 months; this was extended to 18 months in 
January 1952. The availability of mortgage funds for new housing through the 
Government-owned Central Mortgage and Housing Corporation has also been 
considerably restricted by comparison with the situation early in 1950, through 
reducing the ratio of each loan to the price of the house. Early in 1951 the terms 
and conditions of new loans under the Farm Improvement Loans Act were 
restricted. 

In these various measures, the objective has been to make saving more attrac- 
tive and to discourage dissaving by persons or businesses who have accumulated 
liquid assets in the past or who wish to borrow for capital, current or consumption 
purposes. The Government has also taken direct steps to discourage new capital 
investment in less essential projects by withholding from them supplies of steel 
and other scarce meteriels which are under Government allocation. In addition, 
the budget of April 1951 postponed for 4 vears the allowance of depreciation for 
tax purposes on new capital investment of this type. 

It will be clear that, in carrving out defense preparedness over a period of 
indefinite duration, Canada has adopted a policy of containing domestic inflation- 
ary forces by cutting at their roots, mainly through fiscal, monetary, and credit 
measures, rather than a policy of trying to suppress and postpone the effect 


ot 
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By 1949 it appeared that deferred upward pressures on the North American 
price level had worked themselves out, and in the United States there was a moder- 
ate recession of economic activity. In Canada, however, there was virtually no 
counterpart of this recession. The difference is probably to be accounted for by 
the strongly continued growth of private investment in Canada, particularly in 
the development of basic industries. New investment was absorbing an even 
larger proportion of total output than in the United States. Even before Korea, 
Canada’s expanding productive capacity was barely able to keep pace with the 
demands on it. 

In such circumstances, the rapid acceleration of the defense programs of Canada 
and other countries which began in July 1950 raised the threat of inflation. It was 
clear that as defense requirements expanded they would involve limitations on 
investment and on the output of consumer goods, particularly hard goods, at a 
time when personal and business incomes would be rising and when public hold- 
ings of liquid assets were large. In the event, exaggerated fears of shortages and 
inflation, particularly in North America, led to a wave of consumer buying and 
substantial accumulation of inventories, and world prices rose sharply. Prices in 
Canada followed the same trend, and in fact increased slightly more than in the 
United States. It would not have been possible to isolate Canada from the rise 
in world prices. Indeed, in view of the large-scale expansion of basic industry 
which has been going on, and which has been accelerated by the defense require- 
ments of Canada and other countries, Canadian legislators believed that the cir- 
cumstances were such that Canadian prices might have risen appreciably more 
than American prices if Canada had not taken vigorous domestic anti-inflationary 
measures. 

In order to restrain the strong inflationary pressures and to facilitate the transfer 
of productive resources required for the expanded defense effort, the following 
fiscal and monetary measures were adopted: 

(1) Striet pay-as-you-go fiscal policy under which the expanded defense 
expenditures were fully covered by current revenues from increased tax 
rates—the maintenance of substantial budgetary cash surpluses to help 
reduce excess spending power. 

(2) Rigorous economy in nondefense expenditures. 

(3) Imposition of special taxes designed to reduce consumer purchases of 
less essential goods, including consumer durables. 

(4) Discouragement of a broad category of less essential investment 
through 4-year postponement of all depreciation allowances. 

(5) Restriction of credit and limitation of monetary expansion accom- 
panied by rising interest rates, reduction in availability of Government funds 
by way of mortgage credit for housing, and curtailment of installment eredit 
for purchase of consumer goods. 

The Government has followed a strict pay-as-you-go fiseal policy. Indeed, 
because of the leverage of rising prices on tax yields, and because of the “ build-up”’ 
time required in the defense program, the Government had an over-all cash surplus 
in the fiscal year ending March 31, 1951, and is likely to achieve a similar result 
for the fiseal year 1951-52. 

As a part of this fiscal policy, the Government has rigorously scrutinized its 
nondefense expenditures, both current and capital, and has made appreciable 
reductions. The means test system of old-age pensions was replaced in January 
1952 with a universal pension te persons aged 70 and over, which increased tota! 
Government expenditure at that time. This expenditure is, however, to be met 
out of a separate fund financed from special ‘“‘earmarked” taxes. This measure 
had been under discussion since 1945 and had been recommended by a Joint 
Parliamentary Committee before the Korean outbreak. It will be financed by 
new 2 percent taxes on personal and corporate income, and by earmarking the 
2 percent addition to the general sales tax made last April, all of which will be kept 
separate from the general tax structure. 

General taxation has been increased substantially since June 1950. The Federal 
corporate income tax has been raised from 33 to 45.6 percent (in addition to which 
there are similar provincial levies of 5 to 7 percent). The personal income tax has 
been increased by a 20 percent surcharge, to produce new rates which are illus- 
trated in the following table: 
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Canadian personal income tax (married person with no children) 


| Tax rate at | | Tax rate at 


Income | Totaltax | marginof | Income Total tax | margin of 

| income income 

Percent Percent 

$2,500... $900 is $20,000. 6, 612 54 
$3,500 : 282 20. 4 |} $50,000! 25, 517 70.8 
$5,000__- 612 22.8 || $100,000 !____- 63, 677 82.8 
$10,000_. 1, 992 | 36 || $250,000!__. 196, 637 94.8 
1 Assuming income up to $30,000 to be earned income, and income above that level to be from investments. 


The special excise tax on luxuries, including automobiles and many other dur- 
able consumers goods, was raised from 10 to 25 percent and a new 15 percent 
excise tax was imposed on goods such as electric stoves, washing machines and 
refrigerators. (These excise taxes are additional to the 8 percent general sales 
tax and its 2 percent supplement for financing universal old-age pensions referred 
to above.) Taxes on liquor and tobacco have also been substantially increased, 

Although expanded defense expenditures are being fully covered by taxation, 
they have come on top of arising level of capital investment at a time when certain 
influences may be unfavorable to saving. One such factor is the higher tax rates, 
payment of which may involve in some cases a lower rate of personal or business 
saving. Anticipations of shortages of goods or of rising prices may also at times 
tend to reduce saving. It was therefore necessary to supplement a balanced 
Government budget with measures designed to maintain or increase net private 
saving and limit new private investment, in order to promote a noninflationary 
balance between them. 

The Central Bank has pursued a restrictive policy with respect to the cash 
reserves of the commercial banks, and, in February 1951, announced that the 
commercial banks had agreed to tighten their lending practices in all fields of bank 
lending, with the objective of avoiding any further increase during 1951 in the 
aggregate volume of their loans and holdings of non-Government securities. This 
objective was achieved. In ectual fact, public holdings of currency and active 
bank deposits declined slightly over the whole year 1951 and at the end of the 
year were 2 percent less than in September 1950. In January 1952 the chartered 
banks agreed to continue their policy of restraint in the granting of bank credit. 

One result of the tightening of credit has been that nonbank lenders and in- 
vestors have become more cautious, and have reduced the scale of their activity 
in the field of mortage lending and new security issues. A further effect of tight- 
ened credit has been the establishment of higher interest rates in Canada, as in 
other countries. The Government is seeking to give direct stimulus to personal 
saving in its most recent savings bond campaign, through more attractive terms 
and greater promotional effort. 

Apart from measures affecting credit conditions generally, the terms of install- 
ment sales of consumer goods have been made subject to Government regulations; 
for example, the down payment on an automobile has to be at least 50 percent of 
the purchase price and on other goods 3314 percent. For the greater part of 1951 
the balance had to be paid in 12 months; this was extended to 18 months in 
January 1952. The availability of mortgage funds for new housing through the 
Government-owned Central Mortgage and Housing Corporation has also been 
considerably restricted by comparison with the situation early in 1950, through 
reducing the ratio of each loan to the price of the house. Early in 1951 the terms 
and conditions of new loans under the Farm Improvement Loans Act were 
restricted. 

In these various measures, the objective has been to make saving more attrac- 
tive and to discourage dissaving by persons or businesses who have accumulated 
liquid assets in the past or who wish to borrow for capital, current or consumption 
purposes. The Government has also taken direct steps to discourage new capital 
investment in less essential projects by withholding from them supplies of steel 
and other scarce materials which are under Government allocation. In addition, 
the budget of April 1951 postponed for 4 vears the allowance of depreciation for 
tax purposes on new capital investment of this type. 

It will be clear that, in carrying out defense preparedness over a period of 
indefinite duration, Canada has adopted a policy of containing domestic inflation- 
ary forces by cutting at their roots, mainly through fiscal, monetary, and credit 
measures, rather than a policy of trying to suppress and postpone the effect of 
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inflationary forces on the price level through imposing a general system of direct 
controls. Canadian officials believe that price-fixing is not a fundamental instru- 
ment of policy and can serve only, if circumstance make it unavoidable, to pro- 
tect and reinforce more basic measures of fiscal and monetary policy. Apart from 
this general consideration, the effectiveness of direct price controls in Canada 
would be severely limited because of the very large part which foreign trade plays 
in Canadian economic life. As far as Canada is concerned in present circum- 
stances, the Government has held the view that such measures as the use of general 
price control and subsidies could not increase the total supply of consumer goods 
but rather, by blunting and distorting the incentives of producers, and by the crea- 
tion of distortions, would tend to reduce output and to encourage wasteful use of 
resources. What is needed most is to achieve the maximum total output in all the 
essential sectors and to maintain an expanding and adaptable economy. In this 
way the requirements for defense and defense-supporting activities can be fulfilled 
most effectively. 


Direct controls and related measures designed to assist in the carrying through of the 
Canadian defense program 

Although Canada’s present rearmament program is not of a magnitude to com- 
pare with her World War II effort it is having to be superimposed on an economy 
which was operating, at the time of the Korean crisis, at almost full capacity, 
whereas in 1939 there was very considerable slack to be taken up. The Govern- 
ment therefore considered that virtually the same powers of control were necessary 
at this time as then. Moreover, it was felt desirable to have sufficient authority 
to implement obligations undertaken in the ‘‘Statement of Principles of Economic 
Cooperation’’ of October 26, 1950, in which the United States and Canada reiter- 
ated their intention to institute where necessary, controls over the distribution of 
scarce materials and supplies in such a way that they would be consistent in their 
objective to achieve ‘‘comparable effects in each country.’’ At the same time, a 
policy to make a minimum use of these powers consistent with the needs of the 
situation was adopted. This section gives an outline of the Canadian system of 
controls and priority measures related to the distribution of defense supplies as 
developed up to the present time. 

Authority to direet distribution and institute a priority system is given to the 
Government in the Emergency Powers Act of March 6, 1951, and the Defense 
Production Act of March 21, 1951. By the Emergency Powers Act (sec. 2 (1 
“The Governor-in-Council may do and authorize such acts and things, and make 
from time to time such orders and regulations, as he may by reason of the existing 
international emergency deem necessary or advisable for the security, defense, 
peace, order and welfare of Canada;”’ and in the Defense Production Act (sec. 11 
the Minister of Defense Production is authorized to mobilize, conserve and co- 
ordinate economic and industrial facilities in respect of the defense effort 

Under the Defense Production Act (sec. 30) provision is made for the designa- 
tion by the Governor-in-Council as ‘‘essential’”’ of any materials, substances and 
services deemed essential to ensure the availability of adequate supplies for thx 
defense effort. The following is a list of the orders-in-council which have so 
far been issued for the purpose of designating certain materials as ‘‘essential’’: 

P. C. 1943 of April 18, 1951—amended by P. C. 3325 issued June 26, 
1951—-certain chemicals and chemical compounds, such as aniline, benzine, 
saustic soda, glycerine, sulfur, sulfuric acid, toluol, napthenie acid and 
polvethylene. 

P. C. 1944 of April 18, 1951—wood pulp and newsprint. 

P. C. 2147 of May 38, 1951, (revoking P. C. 988 issued March 1, 1951 
certain forms of nonferrous metals and nonmetallic minerals, such as alumi- 
num, cadmium, cobalt, copper, lead, magnesium, nickel, tin, tungsten, zine 
asbestos, diamonds, graphite and quartz crystals. 

P. C. 4815 of September 18, 1951 (revoking P. C. 5799 issued November 
29, 1950)—certain forms of iron and steel. 

After a material has thus been designated as ‘‘essential’’ the Minister of De- 
fense Production, and by delegation, the Directors of the Divisions of the Materials 
Branch (under sec. 31 (2) of the Defense Production Act) may proceed to take 
measures by the issuance of control orders or by any other suitable means, to 
regulate the distribution of ‘‘essential’’ materials. In the ease of the vitally 
important question of steel supplies the policy has been to effeet the diversion of 
supplies to defense purposes by direction, as necessary, at the mill, warehousing 
or fabricating levels. This direction is mainly applied after informal consultation 
with the industry. In addition, action is taken to prevent the accumulation of 
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excessive inventories and to guarantee that stocks are used for the purposes for 
which they were acquired. This general policy is supported by ministerial 
order 8S. D. 1 (issued by the Steel Division on January 10, 1952, revoking order 
No. 2 of December 1, 1950). It covers all forms of primary and secondary mill 
forms, but excludes serap. 

All other ‘‘essential’’ materials, the distribution of which usually involves a 
relatively small number of purchase transactions, have been handled under an 
‘‘order-approval system” wherein purchase orders placed by manufacturers are 
screened by the Divisions of the Materials Branch that are concerned. This 
system also is applied mainly through informal contacts, a minimum number of 
ministerial orders being use od. The following is a complete list of these issued to 
date: 

Primary and wrought aluminum 

Copper wire rod, copper wire, and copper cable 

Wrought copper and copper alloys 

Primary copper 

Cadmium 

Lead 

Zine 

Primary nickel, electrical-resistance alloys, and nickel anodes 
Sulfur 

An important characteristic of this system is that it avoids the imposition of 
end-use restrictions. However, in the case of steel for construction purposes, it 
has been thought necessary to regulate buying according to the essentiality of the 
intended use. An order, SD-2, issued by the Steel Division on January 10, 1952 
(replacing No. 3 of February 9, 1951), regulates the use of constructional 
for a wide variety of less essential purposes, such as amusement places, 
stores, hotels, banks, restaurants, garages, etc. 

The above system is only readily applicable to specific items commonly used 
in Canadian industry, usually in large quantities. Therefore, in order to facilitate 
any necessary direction of the more diverse but equally essential categories of 
goods, a set of priority nemenons was introduced on May 16, 1951, under the 
authority of Order-in-Council P. C. 2399. Under this order in council, a Director 
of Priorities was appointed who may exercise control as necessary under the 
supervision of the Minister of Defense Production, over all things used or usable 
in the defense effort. In fact, he concerns himself with all the problems that do 
not naturally fall under the administration of the other divisions of the Materials 
Branch of the Department. While the powers vested in the Director of the Priori- 
ties Division are not at present being formally exercised to any great degree, their 
existence facilitates the informal consultation concerning the efficient distribution 
of essential supplies which is being continuously carried on between the division 
and representatives of industry. The comparative simplicity of the Canadian 
industrial economy is an important factor in this connection and contributes 
toward the arrangement of a satisfactory priority system with a minimum resort 
to formal control orders. 

The great dependence of the Canadian manufacturer on United States sources 
of raw materials gives particular importance to Canada’s relation to the United 
States system of controls. In harmony with the Statement of Economic Prin- 
ciples, Canada participates fully in both the United States Controlled Materials 
Plan and the United States priority regulations. 

Under the Controlled Materials Plan, administered by the National Production 
Authority, located in Washington, the function of the Materials Branch is to 
present a quarterly estimate of Canada’s over-all future requirements of United 
States steel, aluminum, and copper. On the basis of this, an allotment of these 
materials is made to Canada by the NPA. The Steel, Metals, and Priorities 
Divisions then effect, through the Ottawa Office of NPA, a distribution of the 
allocated supplies, together with appropriate priority ratings for related com- 
ponents, in accordance with the generally comparable criteria of essentiality 
adopted by both countries. 

Participation in the United States priorities system covers production and 
construction materials, machinery components, and so forth, and the situation is 
analogous to that under the CMP with the Priorities Division deciding which 
applications shall be supported, this support to a large measure governing whether 
approval is given in Washington. 

United States defense requirements in Canada are dealt with in the same 
manner as Canada’s own defense requirements, as described above, the Canadian 
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seller making application for priority treatment on behalf of his United States 
customer. 


EXPORT AND IMPORT PERMIT REGULATIONS 


These regulations are issued under the authority of the Exports and Imports 
Permits Act, May 14, 1947, which has been extended to July 31, 1953. The 
present regulations were issued on December 29, 1949, with supplementary 
regulations added, the latest of which was issued on February 2, 1952. 

nder these regulations it is necessary to obtain a permit for the export of 
goods if they are included in certain published lists. 

The general purposes of these export regulations are to cooperate with friendly 
nations, and the United States in particular, in assuring that the ultimate destina- 
tion of exports is desirable, and in facilitating the international allocation of scarce 
materials. The exporter is made responsible for satisfying himself that the goods 
are really going to the country of destination designated. If the ultimate destina- 
tion is unkn own, he must inform the authorities accordingly. Schedule IT is 
very similar to that used under United States export regulations and is primarily 
intended to prevent the use of Canadian ports in evasions of United States 
regulations. 

TRANSPORT CONTROL 


These regulations were released August 30, 1951, by the Department of 
Transport, and vest in a Transport Controller the power in brief (a) to order 
anvone controlling means rae bulk transport to transport bulk commodities accord- 
ing to any priority svstem the Controller may decide, (b) to fix minimum quotas, 
amounts or quantities of any bulk commodity during any period, (c) to arrange 
transport storage and loading facilities in any way he may consider necessary 
to facilitate the movement of bulk commodities. 

The term ‘‘bulk commodities” includes grain, ores and minerals, ferrous metals, 
iron and steel scrap, sand, stone, and gravel, pulpwood, woodpulp, poles and logs, 
coal and coke, sulfur and phosphates. The immediate need was to facilitate the 
movement of grains to the Atlantic coast, but the regulations are also designed 
so that the rail and water transport svstem of Canada can be organized, if neces- 
sarv, at short notice in a way best suited to the needs of the rearmament program. 

On September 26, 1951, the Government (by P. C. SOR/51,456) gave the 
Board of Grain Commissioners the right to defer weigh-over (inventory-taking) 
at any terminal elevator until transportation difficulties became eased. This 
was because there had risen an acute shortage of transportation facilities for the 
movement of ores, mineral substances, and other supplies related to the rearma- 
ment program, and for the movement of grain, the same railway cars being needed 
for both defense supplies and grain shipments. In addition, holders of country 
elevator licenses issued under the Canada Grain Act might be granted licenses 
for ee mentary space provided the condition of the space conformed to the 

soard’s requirements of suitability. 


DEFERRED CAPITAL COST ALLOWANCES 


The “deferred capital-cost allowance” (deferred depreciation) reguistions were 
established by the Governor in council under the income-tax regulations, as 
amended by an order in council dated April 10, 1951. 

They are designed as a ‘‘stilf financial deterrent to business men contemplating 
the kind of investment which is attractive, not because of its long term soundness 
but because it can be written off out of the expected high profits of the next few 
years at a time when they expect the rate of corporate income tax to be abnérmally 
high” (Mr. Abbott: budget speech, October 4, 1951). The regulations are 
valuable both from the fact that they discourage inflationary trends and, at the 
same time, reduce competition for scarce materials and equipment, thus placing 
less strain on direct controls. These regulations are administered bv the Depart- 
ment of Trade and Commerce, in consultation with the Departments of Defense 
Production and National Revenue. 

The operative factor in the regulations is that, after April 10, 1951, unless a 
permit has been obtained or it is a type of business already on the list of exemp- 
tions, a company will have to defer for 4 vears the normal capital-cost allowance 
permitted for the amortization of capital expenditures under the Income Tax 
Act. It must be emphasized that depreciation is thus deferred but not pro- 
hibited. The Government is not telling anvone that he cannot do this or that. 
What happens is that a financial penalty is put, in the short run, on those who go 
ahead with less-essential expenditures, 
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According to an estimate made by the Department of Trade and Commerce at 
the time of the establishment of the regulations, of the intended investment in new 
capital planned for 1951, which totals $4,328 million, $1,931 million is exempt from 
income tax. Of the balance of $2,367 million, $1,511 million is estimated as 
exempt from the regulations, $424 million as eligible for normal depreciation, and 
$432 million therefore subject to deferred depreciation. Thus, this estimate 
implies that 10 percent of intended capital investment for 1951 might be dis- 
couraged by having to defer normal depreciation for 4 years. Another 10 percent 
will have to procure a certificate of eligibility for normal depreciation annually. 
\ factor which may considerably affect the above figures as time goes on will be 
the administration’s definition in practice of ‘‘a purpose which contributes to the 
defense of Canada.”’ 

It was announced by Mr. Howe in the House of Commons on November 29, 
1951, that, of 928 applications received by the Department of Trade and Commerce 
between April 11, 1951, and November 16, 1951, 342, valued at $269.9 million, 
were approved; 175, valued at $27.7 million, were denied; and 411 were pending 
on November 16. The significance of these figures is limited by the fact that the 
number and value of projects abandoned or postponed on account of the regula- 
tions cannot be ascertained. 


ADDITIONAL ALLOWANCE IN RESPECT OF CAPITAL COSTS 
DEPRECIATION) 


ACCELERATED 


This subject is variously referred to as additional depreciation allowance, extra 
depreciation, or accelerated depreciation. Its correct designation is ‘‘additionall 
allowance in respect of capital costs” and was established under Order-in-Council 
P. C, $16, effective February 28, 1951. This measure provides for additional 
allowance to be charged against earnings under four classes of schedule B of the 
regulations of the Income Tax Act. These are classes 1, 3, and 6 which, in 
general, include buildings and other structures and class 8, which ineludes indus- 
trial machinery and equipment. These additional allowances are concurrent 
with the capital-cost allowances previously established in the regulations for these 
classes, but the write-off is only available provided the Minister of Defense Pro- 
duction gives a certificate stating that a certain amount is eligible for such write-off. 
These additional allowances are calculated on the amount of this certificate at 
the rates laid down in the new order in council but are only available over a 
period of 4 vears. The ordinary depreciation would be charged on the yearly 
reducing balance. 

These additional allowances are designed to assist holders of defense and 
defense-supporting contracts in the financing of relative capital outlays which, 
from a long-term commercial point of view, they would never normally make, 
The contractor has to make an estimate of the residual commercial value of the 
properties after allowing for the fulfillment of the Defense Production order. If 
this turns out to be, say 20 percent, he will apply for an additional capital-cost 
allowance on 80 percent of the total new capital cost. Additional allowances may 
be granted on a maximum of 70 percent of the value of contract for buildings and 
construction items, and 50 percent on contracts for machinery and equipment, 
One factor affecting the rate granted will be the amount of normal depreciation 
alreadv permitted on each item. 

As the taxpayer is permitted to avail himself of the allowance for any percent- 
ages within the limits set, the true effect of the regulations cannot be determined 
beforehand. Naturally, the taxpaver will avail himself of the allowance in a 
manner which will permit the greatest write-off in a period of 4 vears. However, 
it is evident that it is impossible, in view of the numerous imponderable factors 
involved, to make any accurate assessment of the impact of these additional 
allowances on the economy of the country. 


CANADA SUSPENDS CONSUMER CREDIT CONTROLS 


D. C. Abbott, Minister of Finance, announced on May 5, 1952, that an order in 
council had been passed effective May 6, 1952, suspending all the regulations made 
under the Consumer Credit (temporarv provisions) Act of Canada. The state- 
ment which the Canadian Minister of Finance made in announcing this step read 
in part as follows: 

“The situation with respect to consumer credit is now such that I believe we 
can safely suspend the operation of these regulations. However, if conditions 
made it necessary, I would have no hestiation in recommending the reintroduction 
of consumer-credit controls, and in view of existing uncertainties I believe the 
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present legislative basis for such controls should be maintained. For this reason, 
the Governor will invite both Houses of Parliament to present addresses to the 
Governor General urging that the Consumer Credit (temporary provisions) Act 
be continued for a further period. Honorable members will recall that this act 
is purely an enabling act authorizing the Governing Council to make regulations 
respecting the control of consumer credit, and that under its terms it will expire 
uv July 31 next unless the action I have suggested is taken.” 


II. CoMPARISON OF AMERICAN AND CANADIAN MILItTaRy PROGRAMS 


1. The percentage of the national production of Canada which now qoes to the military 

Canada has announced a program of defense expenditures of $5,000,000,000 
for the 3 years beginning with April 1, 1951, or an annual expenditure of 
$1,666,000,000. 

On the basis of an expected annual gross product of about $20 billion, this would 
represent a percentage of 8.3 percent of the gross product of Canada going into 
defense. 

That compares with the United States percentage of about 11 percent of the 
gross product which went into defense in 1951. 


2. What percentage of appropriated funds in Canada goes for military purposes 


The Canadian Government has announced a program of defense expenditures 
of $5 billion in the 3 vears starting April 1951 (as compared to about $40 billion 
for defense expenditures in the United States for 1951 alone). 

Roughly, $1.5 billion of this sum is needed by the Department of National 
Defense to meet all its ordinary expenditures, such as pay and allowances and 
administrative costs. The remaining $3.5 billion is for direct expenditure on 
military goods and materials. In the first 7 months of the fiscal vear 1951-52, 
orders of $1,326,000 have been placed. Although a great volume of orders remains 
to be placed, the over-all pattern has been established. 

Aircraft production accounts for roughly one-third of the whole defense pro- 
curement. 

Because the Canadian program is small relative to that of the United States, 
the production of some equipment for the Armed Forces, vehicles and a variety 
of other goods, is not being undertaken at all in Canada or only on a restricted 
scale. Consequently, a large quantity of equipment must be imported. In addi- 
tion, while Canadian production is getting started as quickly as possible, neces- 
sary equipment has had to be imported, mainly from the United States. 

Canadians are still spending much more on defense goods in the United States 
than Americans are spending in Canada. That results, to an important extent, 
from Canada’s decision to standardize upon equipment of American tvpes. In 
the period from July 1950 to September 1951, the United States has placed defense 
orders of $95 million in Canada, whereas Canada has placed orders of $500 million 
in the United States. 

Gross national production in Canada in 1950 was close to $18 billion, net 
national income was about $14 billion. Most of these figures are 7 or 8 percent 
above 1949. A little less than half these increases represents increase in physi- 
cal terms and the rest is a reflection of higher prices. The gross national produc- 
tion in 1951 was expected to reach about $20 billion (as compared to $326 billion 
in the United States). That is an increase cf 12 percent over 1950. 

The actual revenues for 1950—51 were about $3,105,000,000. 

The expenditures were about $2,902,000,000, and, as a consequence, Canada’s 
surplus was about $203,000,000. 

The net national debt of Canada is about $11.5 billion (as compared to our 
$260 billion debt). 

Total expenditures for the year ended March 31, 1951, are estimated at $2,- 
901,800,000. 

The percentage that went to the military was about $772,900,000 (including 
about $17 million for pensions), or about 26 percent of total expenditures that went 
to the military. 

That represents an increase cf $388 million, or more than double the total of 
$384.9 million spent on national defense in 1949-50. 

The year ending March 31, 1951, was the last year before the 3-year program 
for defense expenditures was initiated in Canada. Under the 3-year plan which 
becan with April 1, 1951, the annual expenditures for defense were expected to 
amount to about $1,666,000,000 per annum for 3 years (instead of $772,900,000 
as in the year ending March 31, 1951). 
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Therefore, for the 3 years beginning April 1, 1951, Canada’s total expenditures 
are expected to be about $3,794,900,000 per annum. 

Expenditures for defense are expected to be about $1,666,000,000 per annum 
or about 44 percent of the total (as compared to about 65 percent to 70 percent 
of the total expenditures which is expected to be expended in the United States), 

The area of the United States comprises 3 million square miles; that of Canada 
3,845,000 square miles. 

The population of the United States totals 154 million; that of Canada 13,- 
845,000. 

The population of Greater New York, including New York, Brooklyn, Man- 
hattan, Queens, Richmond, and the Bronx totals 14,964,000. Therefore, Greater 
New York City alone has a large population than the whole of Canada. 


III. DEFICIT FINANCING 


With respect to the inquiries pertaining to deficit financing in fiscal 1952, the 
following estimates have been obtained from the Treasury: 

1. What the deficit will be on June 30, 1952 (fiscal 1952): $8,200,770,427. 

2. What the gross anticipated revenue will be for fiscal 1952: $69,040,- 
051,106. 

3. The collections of earmarked funds appropriations for Federal old-ags 
and survivors trust fund, which can be used as cash by the Government 
without the sale of bonds to the public for fiscal 1952: $3,850,000,000. 

4. Deducting the amount in the preceding paragraph and the refunds of 
receipt, we have anticipated net receipts for fiscal 1952 of $62,680,247,200. 
We were also asked for the best estimate possible on the basis of House action 
already taken on what the appropriations will be for fiscal 1953. 

The House has already passed all appropriations except for the legislative 
branch and foreign aid in the amount of $60,533,866,733. The budget estimate 
for the legislative is $82,572,413. This estimate is for the General Accounting 
Office, the Government Printing Office, the Library of Congress, the Architect 
of the Capitol. and for the two Houses. This figure is not likely to vary much. 
Therefore, adding the budget estimate for the legislative to what has already 
been appropriated by the House, we have the following figure for appropriations 
by the House: 

$60, 533, 866, 733 
82, 572, 413 


$60, 616, 439, 146 
As the letter indicates, it is practically impossible to estimate what the Senate 
will do, but if they follow the pattern of recent years, they will probably split 
50-50 the difference between the President’s request and what the House has 
actually appropriated. If that happens, the conferees will probably report out 
something close to the following: 
$85, 400, 000,000 Budget request 
60, 616, 439, 146 House approval (estimated as indi- 
— cated above) 
+24, 783, 560, 854 
12, 391, 780, 427 (50-50) 


60, 616, 4 39. 146 House-approved 
+- 12, 391, 780,427 (50~—-50) 


73, 008, 219, 573 
Adding to that figure the amount reported out by the Senate and House Foreign 


Affairs Committees for foreign aid of $6.9 billion (which was a $1 billion cut from 
the budget estimate) we have the following grand total: 


$73, 008, 219, 573 
6, 900, 000, 000 


79, 908, 219, 573 
or 
$80 billion in round figures 
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The gross revenue for fiscal 1953 is estimated at $77,737,000,000. 

The collections of earmarked funds, appropriations for Federal old-age and 
survivors trust fund, which can be used as cash by the Government without the 
sale of bonds to the public for fiscal 1953 is estimated to be $4,030,000,000. 

Adding to that figure the sum anticipated for refunds of receipt for fiscal 1953, 
viz, $2,709,000,000, and deducting the whole from the gross anticipated revenue 
for fiscal 1953, we have anticipated net receipts for fiscal 1953 of $70,998,000,000, 
or about $71 billion in round figures. 

If the conferees approve appropriations in the amount of approximately $80 
billion, the estimated deficit for fiscal 1953 will be about $9 billion. : 

If we add to that figure the estimated budget deficit for fiscal 1952 of about 
$8 billion, the estimated deficit at the end of fiscal 1953 would be about $17 
billion for fiseal 1952 and 1953. 

If we proceeded upon the unlikely assumption that the Senate would approve 
the House figure of about 


$60, 500, 000, 000 (as figured above) 
+ 6, 900, 000, 000 foreign aid (as reported by Senate 
-— -— - - and House committees) 
. 67, 400, 000, 000 


or about $67.5 billion in round figures, then we would have a surplus of receipts 
over expenditures for fiscal 1953 of about $3.5 billion. Deducting from that 
surplus of receipts the estimated budget deficit of $8 billion for fiscal 1952, we 
would have an actual deficit of $4.5 billion at the end of fiscal 1953. 

Senator Rosertson. In addition to that, all danger of inflation 
and increased cost of living is apparently behind us. 

I know every member of this committee is getting letters all the 
day stating ‘‘We are tired of controls. We do not need controls, they 
are just a burden on business. Drop all the controls.”’ 

I got the staff to ask the Treasury Department whether we would 
have to borrow any money and increase the torrent of the currency 
stream by borrowed money before the end of this year. 

The answer is, ‘‘Yes, we will have to borrow $8,200,077,427. We 
will be in the red.” 

Senator Frear. How many cents? 

Senator Rospertson. Well, no cents. 

Senator Frear. That is it. No cents. 

Senator Ropertson. That is for the end of this fiscal year. You 
will recall last fall they estimated that receipts would be between $71 
and $72 billion but business has been falling off. That is one reason 
they say, ‘“‘We do not need any more controls, we are getting un- 
employment. We are getting into a depression period. Relax every- 
thing. Relax regulation W.”’ That has already been done. 

I get letters and telephone calls saying “Relax X. We can’t sell 
these houses on these credit terms now. Relax it.” 

The report I am filing shows that the anticipated gross revenue for 
fiscal year 1952 will be $69,040,051,106. 

Then I said, ‘What will be the collection of earmarked funds that 
we spend as fast as we get and issue bonds that call for some I. O. U.’s, 
against the time when disbursements will be exceeding receipts, a 
time which inevitably will come and which I anticipate will come to 
the tune, eventually, of $1 billion a year, on the one phase of old-age 
and survivors insurance.” 

They said, ““‘We are spending and collecting as we spend for these 
earmarked funds, $3,950,000,000."" That is money we do not have to 
borrow from the banks but it has to be repaid at some later date 
because it is added to the national debt. 
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The CHarrMAN. Unless this committee increases the debt limit, I 
do not see how you can do anything about it. 

Senator Ropertson. That gives us net receipts for 1952 of 
$62,680,307 ,200. 

The House has passed all appropriations except for foreign aid, 
the amount of $60,533,866,733. 

The budget estimate for the legislative branch is $82,572,403. 

We cannot anticipate what the Senate will do but we find the 
House has sent us some bills for fixed funds and we are inadequate to 
meet fhem. One is the pensioning of civil-service employees. We 
know what the pensions are going to be. 

The CuarrMan. At the Appropriations Committee hearing on 
Civil Service, Mr. Ramspeck shows that the Civil Service has a 
deficit of $4 billion. 

Senator Rosertrson. It is over $4 billion. It is nearly 5. 

The figures show that we are going to have a net revenue of $60 
billion plus, and on the basis of what the House has already done, which 
may be upped some by the Senate, and of the items on which we have 
yet to act, we will have an authorized expenditure of in excess of 
$73 billion, although that will be about $11 billion less than the 
$84 billion plus that the budget recommended. 

But even on that reduced basis, we will have an estimated deficit 
for fiscal year 1953—that is the next fiscal year—of about $9 billion. 

There are other figures in this estimate which will go into the record 
in full but that is the summary of what is confronting us. We will 
wind up this year with a deficit of over $8 billion and if we make all 
the cuts that are contempl: 1ted—and I doubt if we will make them all— 
the minimum deficit for the next fiscal year will be over $9 billion. 

Now how anyone can say that we do not still face a highly inflation- 
ary prospect, | am at a loss to understand. 

Senator Dovaias. May I say amen. ; 

Senator Rosertrson. I challenge the NAM, the United States 
Chamber of Commerce, or any other organization that keeps talking 
about a balanced budget and dropping all controls, to ans alyze these 
figures and tell us how we can avoid under the most favorable circum- 
stances, new money, outside of these social security and other ear- 
marked funds that are not inflationary in that they are borrowed from 
banks and set up new credit, of $9 or $10 billion new money, and as 
people who know will tell you, inflationary money. 

Senator Doveras. Thank you for those kind words. 

Senator Futsricur. Mr. Chairman, I think there is a great deal of 
truth in what the Senator from Virginia says but that is a much 
greater undertaking than the simple objective of these amendments 
ths at I have offered. 

I will continue from my statement. 

The most serious of the steps taken by the Secretary of Labor has 
been the establishment of single Nation-wide minimum wages for 
specific industries under the Walsh-Healey Act. 

Wage differentials among localities—and particularly as between 
large cities and small towns-——are a historical reality, primarily because 
in the small towns and rural areas there exists a greater percentage of 
unskilled workers, with lower living costs, ready and willing and in 
fact anxious, to work for less than their opposite number in the large 





29602 DEFENSE PRODUCTION ACT AMENDMENTS OF 


cities. The rural areas, on the other hand, are looking for risk capital 
because they must presently pay a premium for what they get from the 
big cities. They must also pay greater transportation charges for their 
production because of their distance from their consumer markets. 
The relatively low costs of production in the rural areas are therefore 
offset to some extent by these higher costs of capital and distribution. 
But as industry penetrates into the rural areas; it creates markets for 
its own products as well as those of other areas; it increases competi- 
tion for the available labor supply, the general prosperity and balance 
between agriculture and industry in the rural areas is improved, and 
it thereby serves a powerful and socially sound purpose. Thus wage 
differentials force a new business contemplating settlement in a loca- 
tion, or an established business, contemplating expansion, to figure out 
very carefully whether the advantages are sufficient to justify the 
costs in whatever location is chosen. 

This, it seems to me, is an essential aspect of the free-enterprise 
system which we sought to preserve in the Defense Production Act. 

Let us now look at the action of the Wage Stabilization Board 
(hardly an anti-labor body) on the problem of wages. General Wage 
Regulation 9, wage schedules for new plant. Section 2 of that regula- 
tion prescribes that in the case of a new plant of an existing enterprise, 
established at the same location, the wages shall be the same as those 
paid for comparable jobs in the existing enterprise. Section 2 (b) 
reads as follows: 


(b) In all other cases the schedule of rates for the new plant shall not exceed— 
(1) Rates for the same or comparable jobs in the same industry in the 
same local labor-market area, or, if none. 
(2) Rates for the same or comparable jobs in a comparable industry in 
the same local labor-market area, or, if none. 
(3) Rates for the same or comparable jobs in the same industry located 
in the most nearly comparable labor-market area. 

Of course, this regulation applies to new plants, whether or not 
they are performing Government contracts, whereas the Walsh- 
Healey Act is applicable only to Government contractors. But the 
principle is exactly the same, namely, that it is disruptive to the 
economy and unstabilizing to establish wage rates without regard to 
those prevailing in the locality. The Wage Stabilization Board has 
recognized these natural wage differentials and complied with the 
intent of Congress to preserve this American system by requiring new 
plants to set their rates based upon the local labor-market area. 
The Secretary of Labor should be required to do the same. 

I think that is a fundamental conflict between these two acts. 

Apart from the question of its wisdom in the light of the Defense 
Production Act of 1950, this action of the Secretary of Labor is also 
eontrarv to the legislative history of the Walsh-Healey Act. 

The Walsh-Healey Act controls wages, hours, and other labor con- 
ditions under which articles purchased by the Government are manu- 
factured. The method by which this is done is to require contracts 
exceeding $10,000 to include an agreement on the part of the con- 
tractor that he will pay: 
not less than the minimum wages as determined by the Secretary of Labor to be 
the prevailing minimum wages for persons employed on similar work or in the 
particular or similar industries or groups of industries currently operating in the 
locality in which the materials, supplies, articles, or equipment are to be manu- 
factured or furnished under said contract. 
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This act states clearly that the prevailing minimum wages shall be 
set on the basis of the same or similar groups of industries operating 
in the locality. 

Disregarding the clear language of the statute and ignoring the 
legislative history which further explained the intent of Congress that 
the wage studies should be based on “industries operating in the 
locality in which the contract is to be performed,” the Secretary of 
Labor has defined “locality” as being the continental United States, 
and with few exceptions, has established a single Nation-wide mini- 
mum wage for an industry. 

This problem is very real to the small-business man. For instance, 
I would like to read into the record a letter I received from a small 
concern in Fort Smitb, Ark.: 


Dear SENATOR FULBRIGHT: I am very pleased to note from a newspaper article, 
that you are now taking an interest in the activities of the Department of Labor 
in their use of the Walsh-Healey Act. 

Inasmuch as we have the Fair Labor Standards Act, why must we also have 
this Walsh-Healey Act? I know that I am expressing the sentiments of many of 
the small manutacturers, as well as mv own, when I say that the little technical 
differences in the laws are being used as traps to extort money from those of us 
who have attempted to make our meager contributions to the defense effort. 

As an example of what I mean, I am offering you my case as briefly as I can 
and I hope you can find time to read this and possibly do something about it. 

This business was started less than 5 years ago, with a few machines and 3 
employees, including myself; now, there are 70 of us. We have nothing to sell, 
but our services, by producing garments for others from materials furnished by 
them. 

In short, this is a contract shop where 97 percent of the man-hours spent 
direct labor, which includes everyone except the bookkeeper 

This high ratio of direct to indirect labor is absolutely necessary when only 
labor is being sold. There is not sufficient margin in this business for anyone 
to get a “free ride.”’ We don’t work on appropriations. 

In March 1950 a routine survey of our facilities was made by the Quarter- 
master and in early 1951 they asked us to bid on an Air Force shirt contract, 
which we did. 

An award was made in due time, but it was April before they provided the 
necessary materials to start. Shortly thereafter, I received a telephone call from 
someone at New York Quartermaster, calling my attention to the seriousness 
of the situation in Korea and asking what I could do to expedite delivery of 
these shirts which were needed so badly. 

My answer was that we could start training additional operators at once and 
work as much overtime as our present force could stand. He asked that we do 
this with the understanding that it would be done at no additional cost to the 
Government. 

This, I agreed to and proceeded immediately, knowing fully well that this 
action would mean a financial loss to us on this job. At the time, I thought this 
was patriotism, but, as it turned out, it was stupidity. I acted quickly, as I was 
requested to do, without giving a thought to the existence of the United States 
Department of Labor. 

Some weeks later, when looking over the payroll, it suddenly occurred to me 
that we had more learners on the payroll than our regular turn-over certificate 
permitted. 

I immediately wrote to the Department of Labor advising them of this, stating 
how it had come about and asking for a permit to cover this situation. 

This they did, but would not make it retroactive. Therefore, we stood in 
violation, for the period before we received their permission. It was but a few 
days, until two of their representatives came in and stated that I must go back 
and pay all learners, in excess of 10, the legal minimum rate for operators which 
would amount to approximately $675. 

They also found that I was guilty of ‘oppressive child labor’’ because two of 
the girls who were less than 18 years old had worked some on army shirts. 
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You have noticed there is a difference in this age provision in 
Walsh-Healey and the Fair Labor Standards. He was in conformance 
with the Fair Labor Standards Act and not under Walsh-Healey. 

Therefore, this would be an additional $770 in “liquidated damages,’’ payable 
to the Government. Of course, if these girls had worked on shirts for civilian use | 
would not be guilty of ‘‘oppression.”’ 

Incidentally, one of these girls was 17 years and 7 months old and the other, 
17 years and 10 months old and both were high school graduates. It bas been 
determined that we knowingly violated the law because we knew these girls were 
only 17 years old, which technically, I suppose, is true if they want to strain a 
point. 

I had not told the supervisor to refrain trom hiring 17-year-olds, when to my 
knowledge, 16 was legal. 

I don’t believe there is an honest jury in the country that would condemn me on 
these flimsy charges, but it would bankrupt me to be drug through the series of 
hearings and courts which they said they would do if I attempted to fight it. 

After considerable discussion, and after noting from our financial statement 
that our current assets were $35,593.73 and our current liabilities were $39,338.47 
and that our net operating loss for a 3-month period in which we made army 
shirts almost exclusively was $1,661.19, they decided that we should receive some 
special consideration. 

Therefore, they have decided that it will be permissable for us to pay on the 
installment plan and have sent an agreement which is actually nothing more than 
a complete admission of guilt. 

Would you sign it if you were in my position? 

If there is anything you can do to help me, it will certainly be appreciated. 
If not, please try to get rid of this Walsh-Healy Act, so we will have one set of 
rules to go by and retain for Congress the power to change them. 

A reply will be appreciated. 

This typical example makes it obvious that an extension of the 
Defense Production Act—which seeks to preserve free enterprise from 
the great impact of Government purchases by temporarily controlling 
it—is a useless gesture if we permit the administration of the Walsh- 
Healey Act to continue running in a contrary direction. 

Such an administration of the Walsh-Healey Act, coupled with the 
impact of production for defense which the Defense Production Act 
sought to facilitate will have a destructive effect on our economy. 

A Nation-wide industry wage minimum— 

(a) Disrupts the economy of the community. For example, all 
local business in a small community would suffer if one factory therein, 
formerly paying the average, community minimum rate of 85 cents 
suddenly jumped in the minimum rate to $1.05 in order to accept a 
contract for the Government in the woolen and worsted industry. 
Such an event imposes hardships on other local business by pirating 
its labor, or unduly increasing its costs. 

(b) Discourages development of new industry in areas distant from 
major markets. Existing factories are enlarged in preference to 
building new plants in new locations. By doing so, they retain 
current costs and proximity to present markets. 

(c) Prevents small local businesses from accepting occasional gov- 
ernment contracts because it would permanently raise their labor rates. 

(7) Unduty favors large efficient plants over smaller and less effi- 
cient ones. Small plants using high labor content must first mechan- 
ize before attempting to meet the wage rates profitably paid by mass 
production plants. 

The first part of my amendment in no way changes the clear mean- 
ing originally expressed by Congress in the Walsh-Healey Act. It 


merely proposes a rewording that will require the Secretary of Labor 
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FP Mr. Walter said: 
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to carry out the intent of Congress. It will require the definition of 
“locality’”’ to be the same as that declared in the Davis-Bacon Act, 
under which,-for many vears, the Secretary of Labor has determine d 
the minimum wages of laborers and mechanics employed in the con- 
struction of public works and buildings. 

Since the Department of Labor has been operating for years under 
the Davis-Bacon Act, there is absolutely no merit in the contention 
that they cannot similarly operate under the Walsh-Healey Act. 
That this was the original intention of Congress in the Walsh-Healey 
Act is clearly borne out by the legislative history and I submit a mem- 
orandum for the record setting it forth in further detail. 

In a memorandum filed with this committee by the Department 
of Labor, the charge is made that the proposed amendments will 
hamper and delay the procurement of vital war materials. 

The author of this statement has obviously neither read the Walsh- 
Healey Act nor familiarized himself with the practices of the Depart- 
ment of Labor since it was adopted. 

The statute has been on the books since 1936. There are today 
many industries, with Government contracts, for which the Secretary 
of Labor has not issued any determination of the prevailing minimum 
wage—on a national basis, an area basis, or any other basis. 

The absence of such determination has had no retarding effect on 
the expenditure of the billions of dollars we have appropriated for the 
defense effort. It is, therefore, obvious that an amendment which 
merely requires the Secretary of Labor to comply with the original 
intent of Congress and determine prevailing wages on the basis of 
the individual localities mvolved cannot and will not delay the 
national defense procurement program. 

Had the author of the Department’s statement first familiarized 
himself with the law and past practice, he would have found that 
minimum-wage determinations established by the Secretary—which 
procedure frequently takes many months apply only to bids and 
contracts solicited and made after the determination is announced. 

There is no retroactive aspect to these determinations and a deter- 
ination is not a prerequisite to a Government contract and never 
has been. Furthermore, the proposed amendments do not so require. 

I particularly call attention to that in view of the statement yester- 
day of the Secretary that this would greatly delay the defense effort. 
In fact it would not in any respect. 

The second part of my amendment again makes no change whatever 
in the clearly expresse 1] intention of Congress as set forth in the orig- 
inal Walsh-Healey Act. It merely rewords the original section 9 in 
such a way as to carry out the intent of Congress rather than the 
strained interpretation that was subsequently placed on it by the 
Secretarv of Labor. 

Mr. Greenwood, who was in charge of the rule under which the 
Healey bill was considered in the House, said: 

This bill provides that they shall pay the prevailing wages in the community 
where the work is performed * * (Record, vol. 80, pt. 9, p. 9993). 


Mr. Healey, in presenting the bill, said: 


This bill does not set the standard for minimum wages by reference to the codes 
that obtained under the NRA, but definitely sets it as the prevailing wage for 
similar work or in the industries currently operating in the locality in which the 
contract is to be performed (p. 10002). 
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F Mr. Walter said: 


We have had no difficulty in determining what the prevailing rates are under 
the Bacon-Davis Act. It has been a comparatively simple matter to go into 
each community in which Government buildings are being constructed, and 
determine what every particular artisan is paid in that community. The problem 
is the same here (p. 10004). 


Mr. Citron, speaking in behalf of the bill, said: 


The bill merely provides that the Government shall have the right to refuse 
the bids on all purchases over $10,000 to those * * * who pay less than the 
prevailing rate of wages in their community (p. 10008). 


Mr. Sirovich: 


The Walsh-Healey bill makes it mandatory for all agencies that deal with the 
United States Government to adopt the prevailing wages in the respective locali- 
ties in whicb the materials, supplies, articles, or equipment are to be manufactured 
or furnished under said contract (p. 10012). 


Mr. Bierman: 


I should like to ask one more question. In a small plant such as we have in 
northeastern lowa, say a town of 4,500, who is going into that town and say 
what is the prevailing wage? 


Mr. Healey: 


The prevailing wage will be determined for the general locality. It will be, as 
I have stated, by investigation and hearing. 


The first sentence of section 9 of the Walsh-Healey Act reads as 
follows: 


This Act shall not apply to purchases of such materials, supplies, articles, or 
equipment as may usually be bought in the open market. 


Obviously, the sense of this provision is that standard commercial 
articles, generally available to the public and the Government alike 
in the open market, were to be exempt. This construction is sup- 
ported fully by the legislative history of the act. Without going into 
the details, let me submit for the record a statement of the legislative 
history on this question. 

(The statement referred to is as follows:) 


LEGISLATIVE History OF SECTION 9 OF THE WALSH-HEALEY Act oF 1936 WuicH 
Exempts “Orpen MarRKET’’ PuRCHASES 


The Walsh-Healey Act (49 Stat. 2036, 41 U.S. C. A. sees. 35-45 (1936)) requires 
Federal Government contracts in any amoung exceeding $10,000 to include 
certain representations and stipulations as to the labor conditions under which 
articles are to be manufactured or furnished under the contract. Section 9 of the 
act (41 U.S. C. A. see. 43) exempts certain contracts: 

“Sections 35-45 of this title shall not apply to purchases of such materials, 
supplies, articles, or equipment as may usually be bought in the open market; 
* * * 9? 

On September 14, 1936, the Secretary of Labor issued Regulation 504: 

Sec. 2. Srarurory ©XEMPTIONS. Inclusion of the stipulations herein enumer- 
ated is not required in the following instances: 

‘“‘(a) Where the contracting officer is authorized by statute or otherwise to 
purchase in the open market without advertising for proposals;” (41 CFR see. 
201.2 (1938)). 

In 1944, the foregoing provision of regulation 504 was amended to read: 

‘“‘(a) Where the contracting officer is authorized by the express language of a 
statute to purchase ‘in the open market’, or where a purchase of articles, supplies, 
materials or equipment, cither in being or virtually so, is made without advertis- 
ing for bids under circumstances bringing such purchase within the exception to 
the General Purchase Statute, R. S. 3709, that is, where immediate delivery is 
required by the public exigency” (41 CFR sec. 201.3 (1944)). 
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The same rule was applied to articles which went into the construction of public 
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Rulings and interpretations of the Secretary of Labor and Administrator under 
the Public Contracts Act have explained the ‘‘open market’’ exemption as follows: 

‘“‘(c) Open-market purchases in a general sense include purchases made at 
places where the particular articles are bought and sold in the manner in which 
purchases are ordinarily made between individuals, that is, without advertising 
for bids. However, the open-market-purchase exemption in the Public Contracts 
Act (sec. 9) by its terms applies only to such purchases as the 
makes in the open market. 

““(d) The usual method of open-market procurement by the Government 
includes purchases of two types: (1) purchases without advertising for bids under 
circumstances bringing the purchase within the exception of the General Purchase 
Statute (Rev. Stat. 3709), that is, where the public exigency requires immediate 
delivery of the goods; and (2) purchases of goods which the procurement agency 
is authorized by the express language of a statute to buy ‘in the open market.’ 
Therefore, section 9 of the Public Contracts Act exempts only purchases of the 
above two types. The mere fact that the procurement agency is authoriged to 
buy ‘without regard to the provisions of Revised Statute 3709’ is not controlling” 
(2 CCH Lab. Law Reporter, par. 35, 413). 

In effect, the Secretary of Labor’s regulations and interpretations have rewritten 
the section 9 “‘“open market’’ exemption of the Walsh-Healey Act to exempt only 
“supplies’”’ (stationery, etc.) and purchases which public procurement agents are 
authorized by general statute (Rev. Stat. 3709 (1875), 41 U.S. C. A 
purchase without advertised bidding. In that connection title 4 
Code Annotated, section 5, as amended, states in part: 

‘“* %* * purchases and contracts for supplies or services for the Government 
may be made or entered into only after advertising a suffice ient time previously for 
proposals,except * * * (2) when the public exigencies require the immediate 
delivery of the articles or performance of the service * * 

Not only has the Secretary of Labor distorted or misconstrued the language of 
section 9 of the “open market” exemption provided in section 9 of the Walsh 
Healey Act, but also ignored the expressed intention of the legislature which 
enacted the “open market” exemption. Only the latter subject is the concern of 
this memorandum. 

The legislative history of section 9 of the Walsh-Healey Act reaches back to a 
1912 statute, the 8-hour-day law (37 Stat. 137, 40 U. 8. C. A. secs. 324-325 (1934)). 
Section 2 of that statute, as amended (40 U.S. C. A. sec. 325) states: 

‘Nothing in section 324 of this title shall apply to contracts * * * forthe 
purchase of supplies by the Government, whether manufactured to conform to 
particular specifications or not, or for such materials or articles as May usually be 
bought in open market, * * * whether made to conform to particular speci- 
fications or not, * * *.,” 

That exemption was construed so broadly that the 8-hour-day law was left 
applicable to a very limited field. An opinion of the Attorney General construed 
the exemption as follows: 

“Supplies are things which are had in store or in stock. Such articles are, of 
course, usually sold in the open market, while materials or articles which are 
usually to be bought in the open market are necessarily, as a rule, those woich are 
had in stock or in store. Generally speaking, whether a particular article or ma- 
terial falls within the above exception in section 2 is a matter of administration, 
and the decision of the administrative officer thereon would certainly not be lightly 
overruled. 

* * * a * 

“Tf * * * 


Government usually 


. sec. 5) to 
1, United States 


* ~ 

it can be fairly said that military smokeless powder is nothing 
more than commercial smokeless powder manufactured to conform to particular 
specifications, it would, in my opinion, fall within the exceptions. If, however, 
military smokeless powder be a distinct species of powder, then, since it can not be 
bought as such in the open market, it would not fall within the exception” (29 Ops. 
Att’v Gen. 534, at 543, 545 (1912)). 

Consistent with that opinion, the Attorney General advised, for example, that 
special printing machinery built to Government specifications required by the 
special conditions existing in the Government Printing Office was exempt be- 
cause— 

‘Printing presses are articles such as may ordinarily be bought in open market, 
and they do not cease to be printing presses because made to meet peculiar needs. 
They still remain in the accepted class, differing from their fellows in the class 
only because ‘made to conform to particular specifications’ ’’ (30 Ops. Att’y Gen. 
24, at 26 (1913)). 
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The same rule was applied to articles which went into the construction of public 
buildings—e. g., lamp standards and brackets, generators and engines, roofing 
tile, structural steel, sash, doors and moldings, all of which, while of a class known 
to the open market, were special types obtained pursuant to Government specifi- 
cations (30 Ops. Att’y Gen. 31). 

With the experience of the 1912 statute behind it, the Walsh-Healey bill, as 
reported out by the House committee, contained this provision: 

“Sec. 9. This Act shall not apply to purchases of such materials, supplies, 
articles, or equipment as may usually be bought in the open market unless spe- 
cially manufactured to conform to particular specifications; * * *,” 

After thorough debates of the provision in the House on June 18, 1936, the 
following amendment, offered by Representative McReynolds, was adopted: 

‘After the word ‘market’, strike out ‘unless specially manufactured to couform 
to particular specifications’.’’ 

The proceedings in Congress leading up to that amendment indicate that sec- 
tion 9 of the Walsh-Healey Act, as amended, ‘Sections 35-45 of this title shall 
not apply to purchases of such materials, * * * as may usually be bought 
in the open market,’’ was intended to exempt from the application of the act at 
least goods which are sold in exactly the same form both to the Government and 
in the open market: ! 

“Mr. Toompson. Will the gentleman inform us whether the provisions of sec- 
tion 9 would apply to standard materials such as bolts, nails, wire, and the like? 

“Mr. Hearey. It is my understanding it would not apply to articles of that 
kind (80 Congressional Record 10002 (1936)). 

* * * * * * * 

“Mr. Wapswortn. * * * It applies to all persons who engage in con- 
tracts to supply articles, materials, or devices, or what not, for the Government. 
Let us look around the Chamber. The carpet on the floor is supplied by con- 
tract. The brass tacks around the backs of these seats, the bras edges along 
the steps, the linoleum on the floor of the steps, the leather in the seats, the 
woodwork of the furniture, the tables, the ink in the pen of the reporter who 
takes down these remarks, the paper upon which the bills of the House are 
printed, the paper which is used by the reporters in taking down the debates, the 
marble along that ballustrade, everything your eve sees in this room, practically 
speaking, is typical of what is furnished to the Government by contract. This 
bill affects every industry (80 Congressional Record 10007 (1936)). 

*k * * * * * 

“Mr. WapswortnH. * * * 

“Let us now go into an Army post and see the ramifications of the bill. Every 
pair of soldier shoes is made under Government contract, every pair of breeches, 
every tunic, every button on the clothes of the men, every cainpaign hat, every 
cap, every piece of leather, every saddle, every harness, the whole heating plant 
of the post, the whole telephone system of the post, are furnished under Govern- 
ment contract. 

* * * oa * 

“Mr. Water. I hope the gentleman will not misrepresent the matter 

“Mr. Wapsworts. [ am not misrepresenting the matter. The things I am 
referring to are not usually purchasable on the open market. 

“Mr. WATER. Oh, ves; they are. : 

“Mr. Wapswortu. Army shoes are not purchasable on the open market, 
They are specialties. Neither are the uniforms, the buttons, the hats, caps, 
saddles, or harness; not one of them, You cannot buy a heating plant on the 
open market. You cannot buy a telephone system for an \rmy post on the 
open market. You cannot buy a fire-alarm system on the open market. They 
are all subject to particular specifications, and being subject to specification, 
they fall under this code (80 Congressional Record 1007 (1936)). 

at, wie, * *, 

“Mr. Chairman, I listened with a great deal of interest to what the gentleman 
from New York had to say concerning section 9, and J must take emphatic 
exception to what he said concerning the various art icles and equipment that he 
mentioned. The gentleman wants us to believe that the ink and the paper and 
the linoleum and the seats and the seat tacks and what not in this very Chamber 
would have to come under the provisions of the earlier portions of the bill, and 
that there would be the limitations and conditions exacted on those purchases 


! All except the last of the extracts from congressional debate occurred before the McReynolds amend- 
ment was offered. 
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as would be exacted on the purchase of uniforms and articles that go into the 
equipment of battleships. 

“If I read section 9 aright, and particularly the beginning thereof, I read that 
the very articles that the gentleman mentions could and would be purchased in 
the open market as anyone would purchase them, and that the Government 
would have the right to buy the tacks and the ink and the paper just exactly 
as you or I would buy them, because I read the language as follows: : 

“ “This Act shall not apply to purchases of such materials, supplies, articles, or 
equipment as may usually be bought in the open market,’ 

“These commonplace articles are bought in the open market. The Govern- 
ment would continue to buy them in the open market in open competition. 

“Mr. McReynolds and Mr. Wadsworth rose. 

“Mr. WapswortuH. Read on. 

“Mr. CgeLLer. Certainly. The rest of the section says, ‘Unless specially 
manufactured to conform to particular specifications.’ The articles mentioned 
are not such. The hearing indicated in no uncertain way exactly what I have 
indicated and has given my interpretation of how these goods may be purchased; 
and I say, with all due deference to the gentleman from New York, he is woefully 
in error. 

“Mr. McReyno.ps. Mr. Chairman, will the gentleman yield? 

“Mr. Cexiuer. I yield. 

“Mr. McReyno.ps. Referring to that section, the language is: 

***This act shall not apply to purchases of such materials, supplies, articles, or 
equipment as may usually be bought in the open market unless specially manu- 
factured to conform to particular specifications.’ 

‘“‘Let me ask the gentleman this question: In the first part of the bill you limit 
the measure to purchase cf $10,000 or more, and under this language you intimate 
that it would apply to specially manufactured articles costing much less than 
$10,000. If this is different from the gentleman’s construction of the language, 
why not leave out the words ‘unless specially manufactured to conform to par- 
ticular specifications’? 

“Mr. CeLLeR. We must read the bill in its entirety, and you cannot lift one 
or two phrases out of the context without reference to the bill in its entirety. 

“Mr. McReynoups. What objection would the gentleman have to leaving 
that out? 

“Mr. CELLER. You would destroy the symmetry of the bill if you took out 
those provisions. The committee has given infinite care to the wording of this 
bill, and it is heped that such changes will not be attempted (80 Congressional 
Record 10009-10010 (1936)). 


* * * * * * 


“Mr. McReynoutps. Mr. Chairman, I offer an amendment 

‘The clerk read as follows: 

‘¢¢Amendment offered by Mr. McReynolds: Page 28, line 17, after the word 
‘‘market’’, strike out “unless specially manufactured to conform to particular 
specifications.” ’ 

“Mr. McReynoups. The purpose of this amendment is more for clarification 
than anything else. I ask the gentleman from Massachusetts whether the 
committee will accept this amendment? 

“Mr. Hearey. I think the committee can accept the gentleman’s amendment. 

“Mr. McRerynoups. With that statement by the gentleman from Massa- 
chusetts I have nothing to say except to congratulate the House because it will 
be a House bill that goes to the Senate and that will come back from the con- 
ference, and that for one time we have forced the Senate to take it. 

“The CHarRMAN. The question is on the amendment of the gentleman from 
Tennessee. 

“The amendment was agreed to’’ (80 Congressional Record 10024 (1936) 


Senator Futsricnr. Disregarding the act and the history, the 
Secretary of Labor has construed this provision to exempt only pur- 
chases “usually bought in the open market’? by the Government. 

In other words, he has added the words “by the Government”’ 
which do not appear in the act at all. 

Since the Government does not generally purchase in the open 
market, but must purchase after advertising for bids, even carpet 
tacks are not exempt. According to a memo submitted by the 
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Labor Department to this committee, and according to the testi- 
mony of the Solicitor yesterday, it bases this strained interpretation 
on the title of the act, which reads “to provide conditions for the pur- 
chase of supplies. 


Supplies— 


the Labor Department says— 


having been defined by the Attorney General, as “‘materials or articles as may 
usually be bought in the open market’ (27 Opin. A. G. 534). : 
Therefore, the Department says, this purpose would be nullified by 
my amendment. 

In other words the Department is saying this: 

Congress gave this act a title. The Attorney General says the word ‘ ‘supplies,”” 
in that title means “articles usually purchase -d on the open market.’’ There- 
fore, Congress did not mean what it said in the act itself whe *n it exempted, in 
almost, the identical language of the Attorney General, “materials, supplies, 
articles, or equipment as may usually be bought in the open market.” 

The second part of my amendment therefore only clarifies the origi- 
nal intention of Congress that the Government in no way proposed to 
dictate wages paid by a contractor of a standard articic merely because 
some portion of his production might at some time be purchased by 
the Government. 

The third part of my amendment provides for judicial review, to be 
available to contractors, unions and employees, as a protection against 
arbitrary actions of the Secretary of Labor. It is made necessary by 
the decision of the Supreme Court in the Lukens Steel case. This 
case held that courts have no jurisdiction since no rights of the con- 
tractors were involved—doing business with the Government was a 
privilege and not a right. 

The administration of the Walsh-Healey Act by the Secretary 
clearly demonstrates the necessity for judic ‘ial review. For instance, 
the Walsh-Healey Act, itself, prov ides that it shall apply to “all 
persons employed by the contractor.” As a matter of fact, the 
Walsh bill, as it passed the Senate, specifically included subcontractors 
and suppliers within its scope. But the final bill, as passed by the 
House and agreed to by the Senate, deleted this provision, thus 
specifically rejecting the notion that it should apply to subcontractors 
and suppliers. Notwithstanding this clear history, being free of any 
judicial review under the Lukens Steel case, the Secretary of Labor 
has now issued proposed new regulations to become effective July 1 
attempting to apply national wage determinations to all subcontrac- 
tors—indirectly by requiring the prime contractor to police his sub- 
contractors and suppliers as to their compliance with the labor stipula- 
tions to which the prime contractor himself has agreed; and directly, 
by holding the subcontractor as well as the prime contractor liable for 
violations. 

This proposed regulation, very clearly, in my opinion, will have two 
immediate effects, both of which are in direct contradiction to the 
whole spirit and purpose of the Defense Production Act. 

(1) It will encourage prime contractors to perform as much of their 
own manufacturing as possible, in order to avoid the penalties which 
they will incur by reason of violations by their subcontractors and 
suppliers—over whom they have no control and no method or right 
to police. 
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(2) The subcontractors themselves will be most reluctant to under- 
take subcontracts whereby they will subject themselves to the wage 
stipulations required of the prime contractor. For many subcon- 
tractors this will be more than they can pay. 

For example, suppose a Walsh-Healey wage determination is made 
for the automotive industry, as is proposed. This is one of the highest 
paid industries in the country, so that under any circumstances the 
wage rate will be high. Assume a small wood-working plant in 
Mic higan or Arkansas is supplying General Motors with wooden pegs 
for the tailgate of Army trucks. Under the proposed regulation, the 
wood-wor king plant (unless specifically exempted at the sole diseretion 
of the Secretary) could be held liable to pay the minimum wage rates 
to which General Motors agreed in its contract with the Army. 

Senator Bricker. General Motors will be liable for that. 

Senator Futsricut. Yes, and the subcontractor would be liable, too. 

Assume, if you wish, that no Government bureau would be so 
arbitrary and unfair. My constituent in Fort Smith did. Never- 
theless, the threat and the power are there, and they do not encourage 
small businesses to perform subcontracts, much less to contract 
directly with the Government. 

1 am told that some aircraft manufacturers, for example, now use 
as many as 5,000 subcontractors and suppliers, and as their Govern- 
ment contracts multiply, | am sure they would normally require more 
farming-out of their work. The same thing is true in the automotive 
and electronic industry, and many others. 

Senator Frear. What would happen to the Small War Plants 
Corporation in this paragraph you just read, if they took the prime 
contract and let it out to small business? Would they also be subject 
to the same thing? 

Senator FuLtsrieutr. The Secretary of Labor has made an exemp- 
tion in an effort to meet this. He has exempted the pools of the 
small businesses, as provided under the Small Defense Plants Admin- 
istration. But that only indicates the difficulty of the smaller cor- 
porations getting any participation in the defense effort. It is, in 
effect, an admission by the Secretary that his administration of the 
Walsh-Healey Act penalizes small business. 

That was only recently done. Ido not think there is enough experi- 
ence to indicate success with it. However, that shows you, in my 
opinion, the difficulty, you see, that has arisen in this field—the fact 
that they have made this effort to create a pooling arrangement. 

The Defense Production Act will not preserve our economic system 
unless it protects small businesses who do not have the capacity to 
perform contracts directly, or who are oes by Government pro- 
curement officers, or who are strangled by the red tape involved in 
Government procurement. Indeed, I recall that it has been one of the 
primary purposes of this committee, the ‘‘watchdog’’ committee, and 
the Small Business Committee, to see that more subcontracting was 
encouraged. This is absolutely necessary if many businesses are to 
continue operating—otherwise they will be unable to obtain priorities 
and allocations of the materials necessary to keep them going. 

In that connection, you know the members of this committee held 
so-called seminars around over the country. I participated in one in 
Little Rock and after explaining all the procedures for obtaining Gov- 
ernment contracts, and so on, invariably these people would raise this 
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question: ““What about Walsh-Healey? We have no facilities to take 
whole contracts but we would like to have subcontracts. We cannot 
possibly adapt our whole business permanently to the conditions re- 
quired to accept Government contracts, bringing us under the Walsh- 
Healey Act, so we cannot afford to partic ipate.”” 

They appreciated our efforts but there was one of the major ob- 
jections. 1 think Mr. Sparkman, Senator from Alabama, who has 
done so much in this field, would confirm that that was one of the 
principal objections raised in those interviews. 

I agree with the congressional intent expressed in the Defense 
Production Act that we should meet the requirements of the military 
programs but simultaneously prevent undue strains and dislocations 
upon wages and prices within the framework of the American system 
of competitive enterprise. 

I have therefore proposed these amendments to the Defense Produc- 
tion Act—not to change the law but merely to restate it—in order to 
compel the Secretary of Labor to carry out the clearly expressed will 
of Congress in the Walsh-Healey Act, itself, and in keeping with the 
express purpose as well as the spirit of the Defense Production Act. 

Unless we do so, we will find ourselves in the peculiar position of the 
Wage Stabilization Board telling a contractor that if he builds a new 
plant, his wage rates sball be comparable to those in the same local 
labor market and the Secretary of Labor then advising the contractor, 
“But if you want to do business with the Government you must raise 
your wage rates to meet the national minimum I have declared.” 

Mr. Chairman, that completes my prepared statement. 

I do not know tbat I asked to have inserted the legislative history 
on section 9. Iask that it be putin. I read from it yesterday and the 
place is indicated in the statement where it goes. 

The Cuairnman. Do you want that to follow the end of your state- 
ment? 

Senator FuLtsricur. | indicated in my written statement for the 
information of the reporter where it should go. It simply gives the 
legislative history of that section showing, | think very clearly, that 
the Congress intended to exempt standard articles. (See p. 2606.) 

The CHAIRMAN. Senator Robertson 

Senator Rospertson. Do you intend to hear more witnesses on this 
amendment? 

The CHAIRMAN. We have Mr. Reuben Haslam who has a prepared 
statement which I have in front of me. Unfortunately he was unable 
to get on yesterday. 

Senator Robertson. Could the chairman inform the committee 
about how many more witnesses all told will be heard before we go 
into executive session? 

The CuHarrMan. It is my hope, if the committee would agree with 
me, that we go ahead and start to write up whatever bill we are going 
to write up or the first thing you know we will not have any bill at all. 

We have 127 amendments. I had the staff make a check of the 
record. 

Senator Futsricut. Mr. Chairman, I think I saw yesterday a letter 
to the effect that the CIO would want to be heard. 1 certainly would 
not want to exclude them from being heard on this matter if 
they still want to. They did not write to me but I understood they 
wrote to the committee. Is that correct? 
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The CuarrmMan. Yes. They will be the only witness, 
Mr. Haslam. 

Senator Fu.tsricutr. I do not know whether they are present or 
not. They did not contact me. 

The CuatrmMan. As you know, we have these amendments to every 
section of the bill. Of course, some are duplicating amendments, but 
there are 127 amendments here which the staff has compiled, and 
we have housing legislation before us and we have Mr. Fowler’s nomi- 
nation. 1 would hope when we get through with the CIO, the com- 
mittee would agree with me that we end the hearings and get on to 
the work of writing the bill this afternoon. If we do not, we will 
never have any bill. 

Senator Dirksen. There is no reason why we cannot start marking 
this afternoon, is there? 

The CuarrmMan. That would be fine. 

Senator Dirksen. As a matter of fact I thought we agreed that 
we should start marking the first 3 days of this week. 

The CrHairMan. I believe that we would find ourselves so far 
behind in our work that if we do not start this afternoon we will 
have no bill at all. 

Senator Roperrson. If we can dispose of five amendments a day 
we can finish marking it up in about 25 working days. We ought 


except 


to be able to finish marking it up by the middle of June. 

Senator ScHorpre.. | suggest you get copies of these proposed 
amendments around so some of us will know what they are all about. 

The CuHarrMan. What | was going to do this afternoon, was to 
have someone go over each one and we could find out what we were 
going to do about it. It took the staff the better part of a week to 
go over them. 

If it is agreeable with the committee we will have Mr. Haslam and 
representatives of the ClO. Isee Mr. Haslam here now. 

Mr. Hastam. This will not require an extensive hearing. 

The CHarrMAN. This committee will have no extensive hearing. 

Mr. Hastam. We feel very strongly about this. We were given 
notice that this hearing would be open. We never had any formal 
knowledge of Senator Fulbright’s amendments and we strongly feel 
that we should have a full opportunity to be heard on them and this 
will require rather intensive investigation. 

The Cuatrman. I will check up in executive session this afternoon 
when we start to write up the bill and we will learn what the com- 
mittee desires to do. 

Senator Dovat.as. I think they should have reasonable opportunity 
to present their case. 

‘Vhe CuarrMan. | am explaining what this committee is up against. 

Senator Futsrient. Mr. Chairman, for the record, these amend- 
ments were introduced and printed in the record. I had letters from 
Gardner Jackson of the CIO concerning them, expressing his opposi- 
tion a considerable time ago and asking, I believe, if 1 intended to 
pursue them. If I recall correctly | answered the letter and said I did 
intend to pursue them and that we would have hearings on them. | 
think this was some 2 weeks ago, approximately. I have copies of 
the letter but I do not think there is any basis for saying there was 
no notice. 
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Now as to this morning, they did not communicate with me asking 
for a hearing but I think they did with the committee. This is no 
surprise to them that these amendments were being considered. 

The CuHatrman. I am only too glad to hear the CIO. I think in 
fairness to them they should be hear d, but when we can have hearings 
on a price-control bill, we will have to decide in executive session. J 
merely wanted the committee to know what we are up against. We 
have 127 amendments. We have a control bill. We have Mr. Fleisch- 
mann’s resignation and Mr. Fowler’s name in here to be confirmed. 

We have the housing legislation as everyone knows. We have all 
that to do and it is getting late in May and I understand Congress is 
going to recess when the conventions meet in 6 or 7 weeks from now. 

Senator DouGcias. Mr. Chairman, might I ask our colleague a 
question? 

The CaHarrMAN. Go ahead. 

Senator Douc.as. Senator Fulbright, your amendment, as I under- 
stand it, proposes to amend the Walsh- Healey Act and substitute 
the language of the Davis-Bacon Act. 

Senator Fu.srieut. Yes, 

Senator Doucuias. I wonder if you think this is a proper matter 
for the Banking and Currency C ommittee to consider. 

I wonder if you have considered this fact, that section 1 (b) of the 
Walsh-Healey Act deals with wages on Government contracts. 

Section 1 (c) deals with hours on Government contracts. Section 

(d) deals with child labor on Government contracts. Section 1 (e) 
deals with safety and sanitation conditions. 

Now, I have here before me a copy of the Legislative Reorganization 
Act of 1946, which maps out the jurisdiction of the various committees 
and that states the Committee on Labor and Public Welfare—this is 
on page 8—which says: 

(1) Committee on Labor and Public Welfare, to consist of thirteen Senators, 
to which committee shall be referred all proposed legislation, messages, petitions, 
memorials, and other matters relating to the following subjects: 

1. Measures relating to education, labor or public welfare generally. 
2. Mediation and arbitration of labor disputes. 
3. Wages and hours of labor. 
4. Convict labor and the entry of goods made by convicts into interstate 
commerce. 
Regulation or prevention of importation of foreign laborers under 
contract. 
Child labor. 
7. Labor statistics. 
8. Labor standards, 


So, you can see, the whole text of the Walsh-Healey Act is a matter 
of jurisdic tion for the Committee on Labor and Publie Welfare. 

It was only because our amendments were introduced as amend- 
ments to the Defense Production Act that they were referred to this 
committee. 

Therefore, from the standpoint of jurisdiction, it seems to me that 
these are matters for the Labor Committee to deal with, and not for 
this committee. 

They are not really amendments to the Defense Production Act, 
they are amendments to the Walsh-Healey Act. 

The Walsh-Healey Act obviously is under the jurisdiction of the 
Committee on Labor and Public Welfare. 
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Senator Futpricut. We have it in every bill, that is, some conflict 
in jurisdiction, just as there is in the foreign aid bill. There is an 
overlap in jurisdiction on most bills. I would say provisions in here 
deal with agriculture and other commodities. Agriculture might 
raise the question of degree. 

Yesterday, the Secretary of Labor responded to such a question and 
said he thought these amendments were about 50-50. That is 
involving labor—the jurisdiction of the other committee and this one. 

Senator Dovauas. I would not say it was 50-50, but 100 percent 
the jurisdiction of the Labor Committee. I think it is ill-advised 
to make such a statement. 

Senator Futsricutr. | regret the Senator does not have great 
respect for the Secretary’s opinion, but I believe the Senator himself 
was interested in hearing the controversy on the steel measure before 
this committee. That is a matter involving wages, hours, and so on, 
and this committee did hear it. 

Now, the last section in the Reorganization Act 

The CuarrmMan. Would you mind yielding? 

Senator Futsricur. No. 

The CuarrMan. This committee requested the staff to make a study 
of the discrepancies in testimony and questions and answers in the 
steel hearings. 

I want to say for the staff, that here again, several members have 
worked for a week. I have it here, if anybody wants to see it. 

I see little use in having a meeting to ask all these questions now 
when the matter is before the Supreme Court. I think it would be a 
mistake to do that, unless this committee desires to do so. 

Someone made the motion to have this prepared, so | want the 
record to show it is here. 

Senator Rospertson. | think it should be in the record. 

The CHarrMAN. Without objection, after Senator Fulbright gets 
through, we will put this in the record. (See p. 2647.) 

Senator Fu.sricut. The jurisdiction of this committee hinges on 
the last provision giving jurisdiction to the committee of price controls, 
defense production, and so on. The authority under which we con- 
sider the Production Act, itself. 

Senator Ropertson. Would you yield there? 

Senator FuLpricut. Yes. 

Senator Rosertson. Didn’t the Secretary of Labor tell us vester- 
day that he had adopted the national average for the Walsh- Healey, 
to stabilize production and in his opinion promote the defense effort? ? 
Is that right? 

Senator Futsricuar. In effect; ye 

Senator Ronpertson. We take the position that he stabilized it in 
the wrong direction. 

He referred to the road to Edinburgh. He said, ‘““Yes, my frie nds, 
but you will get there sooner if you go in the opposite direction. 

Senator Futsricnt. I call your attention to subsection 9, on page 5, 
of the Legislative Reorganization Act, giving jurisdiction to the 
Banking and Currency Committee. 

Control of prices, rents, commodities, and services. 

Does the Senator not think these changes have anything to do with 
prices and stabilization? 
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Senator DovcGias. On that basis, you can extend the jurisdiction of 
this committee considerably. 

Senator Funsricur. Why did this committee not include the 
provisions of the War Stabilization Board in the original bill? 

Every piece of important legislation has these minor conflicts in it. 
We have had sections all through it and that is not only true of this 
bill, but as I say, the foreign aid bill is a good example of the same 
thing in many other bills where there are conflicts. 

I may also say, the Secretary of Labor has seized on the opportunity 
_ ided by the Defense Production Act, facilitating contracts for 
defense, to expand the application of the Walsh-Healey Act and to 
increase wage rates for performance of defense production. 

This Walsh-Healey Act was not vigorously emploved until in this 
recent period when the Wage Stabilization Act was put into effect. 

His actions are quite contrary to the Wage Stabilization Board’s 
regulation 9, as I have discussed. 

Senator Dovueias. Did I understand you to say that the Secretary 
of Labor has used the Defense Production Act to increase wages? 

Senator Futsricutr. He has taken advantage of the situation, here, 
the opportunity provided by the Defense Production Act, which—one 
thing for example it compels contractors to accept Government 
business. 

Senator Dovaetas. It has to be operated under the Walsh-Healey 
Act. 

Senator Futsprigutr. Oh, ves; he is taking advantage of this situa- 
tion. He has used the situation, though, to greatly expand the appli- 
cation of the Walsh-Healey Act, and particularly that would be the 
effect of these proposed regulations to be effective July 1, extending it 
to subcontractors. 

Senator Dovatas. Is that true simply because the volume of 
Government contracts has expanded? 

Senator Futsrieutr. I do not know whether the hen or the egg 
came first. 

Our whole bill came about because of the necessity of expanding 
Government contracts because there is a war on. 

Let me read one other statement here to the Senator from Illinois, 
that I think is pertinent to question: 


One of the important purposes of the Defense Production Act is to hold the 
line on wages during the emergency- 


I believe that was one of the purposes of the act 


vet the Wage Stabilization Board created by the act has not only contracted with 
the Administrator of the Wage, Hour, and Publie Contracts Division to do much of 
the fact-finding and interpretative work of the Board, but it is further limited by 
the provision in the act itself, which prohibits it from taking any action with 
respect to wages, salaries, or other compensation which is inconsistent with the 
Fair Labor Standards Act or any other law of the United States. 

Any formula adopted by the Wage Stabilization Board to hold wages below 
present or future Walsh-Healey determinations would seem to be illegal. 


Senator Douauas. I know these things raise very real questions 
and I do not want to take up time on substantive matters, but as I 
have always understood the Walsh-Healey Act, it does not raise the 
existing level of wages. It prevents the depression of prevailing wages 
and prevents competition from the low wage areas depressing the 
wages in the higher wage areas. 
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Senator Futsricur. If the Secretary of Labor had followed what 
the Senator’s understanding is, I would not be here and I never would 
have offered such amendments as I have. 

The Senator has stated what the original intention of the legislation 
was and it is my contention that the Secretary has entirely left that 
concept. 

The actual operation is to raise wages above the existing actual 
means in every one of these cases. 

In every one of them. 

Senator Dovauas. Is this not the problem, that in the case of Publie 
Buildings, covered under the Davis-Bacon Act, the market is the pre- 
cise city or town in which the building is erec ted, and if the costs are 
low in that town, or the scale is low, that does not endanger the scale 
in Other towns. But where you produce manufactured goods and 
where the market is in a sense national, there, a low-wage town or city, 
if it is able to underbid other areas because of its low wages, that will 
result in all the contracts being funneled into the low-wage areas and 
the higher-wage areas will be left high and dry and denuded of con- 
tracts and they will be forced to reduce their wage scales to the level 
of the low-wage community. 

Now I think that is the difference between the Davis-Bacon Act 
and the Walsh-Healey Act. The Davis-Bacon Act deals with build- 
ings where the market is exclusively local. The Walsh-Healey Act 
deals with commodities which primarily sell on a national market or 
certainly in a regional market. 

Senator Futsricur. I think the Senator has raised, of course, a 
fundamental problem of whether or not you wish to direct, and, I 
think, decree, the maintenance of the existing pattern. I think it is 
what would tend to stultify our whole economy in the long run; or 
whether vou wish the usual effects of differentials in our economy to 
have their effect, which I think vitalizes the economy because in all 
those cases, as , pointed out in the beginning, where you find a low- 
wage area, there are compensating factors 

Wages are not the only factors. You have your factors of getting 
to the market and you usually have the costs of capital, for example. 
You pay far more for your money, as you well know, out in small 
towns of Illinois or Chicago than you do in New York 

Those are compensating factors 

You are being very arbitrary, I think, when you just look at the 
wages and say, “That is the only consideration,’ which is all the 
Secretary does. 

Now, what happens if you do funnel some contracts into the small 
town? Immediately vou create competition for the labor in that 
community and inevitably there is pressure then to raise the wages 
in that community. 

Instead of the people moving out of that community into Chicago 
and New York, they are able to stay there and earn a living. 

That is where you have the growth and change in your economy. 
If you say, ‘No, it will stay just as it is; we want all those factories 
to stav where the vy are regardless of efficie ucy or any thing else—if it 
is a local condition we are going to freeze it,” that is one approach to it. 

It is not the approach I think is healthiest for the country, at all. 
| think there should be a certain fluidity in our economy and that 
there be these differentials. 
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Historically there have been these differentials. 

Now, your first statement about the purpose to prevent contracts 
going to sweatshops—that was the word used when this was being 
considered—is entirely a correct one. 

As you stated it when you said you understood this is their purpose, 
with that I entirely agree. Our difference is only that I do not think 
that they any longer follow that criterion at all, that they are merely 
using it as a device to increase wages, artificially, I think, which is 
contrary to the purposes of the Defense Production Act on the one 
hand, and in addition is freezing, protecting, I would say, the existing 
pattern. 

It has the same effect, in a way, as a protective tariff. 

Now, the witness yesterday afternoon made that quite clear. His 
whole purpose was to furnish protection to the existing factories—he 
was interested in the textile mills, protection to them. You can see 
that is one of the motives that occurs in this picture. But, the whole 
purpose is, in my opinion, quite contrary to the Defense Production 
Act. 

Senator Dova.as. Senator, as I say, I do not want to take up too 
much time discussing this matter because we have many other things 
to do, but nevertheless I would like to say that it always seemed to 
me that the purpose of the act was not merely to prevent wages within 
a city or town being depressed, but also to prevent wages within the 
region or the country being depressed by competition of very low-wage 
areas. 

Senator Futspricut. Let me ask you, Senator, why then did the 
Congress use the language that they did in the second section? 

Senator Dovetas. Well, I will raise this question: 

Why did they not use the language of the Davis-Bacon Act which 
you are proposing? They rejected that. 

Senator FuLsricut. They rejected it. I think you gave the reason 
why there should be some difference in degree between the immediate 
little locality, we will say, where you gave the instance, but there is 
certainly plenty of room for discretion between that and the Nation 
as a whole. 

I think that he has gone entirely to the extreme, whereas they wanted 
to give him some discretion, but certainly not to make it Nation-wide. 

Senator Dovuac.as. | was tempted to agree with you until I looked 
up the rules that were made. I thought that the rules were appreci- 
ably below those set in the Fair Labor Standards Act, but as I went 
into the list of industries, I found that most of them merely put into 
effect the 75 cents an hour minimum rate. 

1 have the list, here, and I would say at least nine-tenths of the 
rates merely put in a 75-cent minimum. 

Senator Futsricur. That means they made no particular finding 
at all. In all of those where they have made specific surveys, | 
think practically 90 percent of them have been appreciably above that. 

When the 75 percent came in under the Fair Labor Standards Act, 
then they just automatically adjusted their own minimums to that, 
but where they go in response to, for example, a request by the union 
to make a wage survey of a specific industry, and they do it, I think 
in every case—in the application of their so-called cluster formula, it 
is inevitable I think, that they must make one if they apply that 
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formula at all, higher than the minimum set by the Fair Labor 
Standards Act. 

That 75 cents was simply a recognition of what the Congress did in 
the Fair Labor Standards Act. 

Senator Dovue.ias. Do I understand, then, that what you are afraid 
of is not so much what the Department of Labor has done, but what 
you are afraid they will do? 

Senator Futprigur. What they have done in this sense, that while 
they have not gone into every industry, yet, everything they have 
done in the last 3 years has been very definitely in that respect. 

Some of them have gone as high as $1.40, I think you will find—I 
believe it is in carbon black, or one of those industries. But this new 
reguiation which they have just proposed which I put in the record 
before you came in, in which they are greatly exp: oe the jurisdic- 
tion into the subcontrac ‘ting field, will be in effect July 1, apparently. 

Senator DouGias. Congressman Hardy of Virginia, ine he went 
out to Detroit to make his investigation, found that the Ordnance 
Bureau was giving contracts to so-called vest-pocket contractors, 
people who had no manufacturing facilities but who accepted the 
prime contracts and then shopped around to find manufacturing firms 
with vacant capacity. 

If this is true in automotive equipment, how much more is it in the 
field of soft. goods? 

I think you cannot make regulations effective if you merely apply 
them to the prime contractor, particularly when the military services, 
I think mistakenly, have too freque ntly given it to contractors merely 
to speculate, or to someone who has his office under his hat. 

Senator Futsricut. They should not do that under section 1 (a) 
of the act. My amendments do not disturb section 1 (a), which reads: 
the contractor is the manufacturer or a regular dealer in the materials, supplies, 
articles, or equipment to be manufactured and used. 

In other words, I think that provision which we do not disturb, 
certainly ought to take care of that kind of business, as | understand it. 

Senator Doveuas. As I understand these new subcontracting pro- 
visions do not make up a new policy. The subcontracting as well as 
the volume of Government contracts and therefore the old rules are 
having an expanded effect, but not by arbitrary decisions by the 
Secretary of Labor, but by the exigencies of the war situation. 

Senator Futsriert. I do not think the subcontractor was ever 
contemplated in the act. As I said in my statement, it was originally 
in the Senate bill, and they struck it out. 

It is true the Secretary has included some subcontractors before, 
but that does not make a ruling which is consistent with the law. 

Senator Doua.ias. May I say I have here, Rules and Interpreta- 
tions of the Walsh-Healey Public Contracts Act, dated October 1, 
1945, section 30, ‘ ‘Subcontracting,”’ page 17. 

If a manufacturer buys materials, supplies, articles or aan to be used 
in manufacturing commodities required by Government contract and if it is the 
regular practice in the industry engaged in the manufacture of the commodities 
called for by the contract to purchase such materials, supplies, articles or equip- 


ment and not to manufacture them, the vendor of such goods is considered a 
“subeontractor.”’ 
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Then, section 31: 

When a contractor holds a contract under the Public Contracts Act for the 
manufacture of supplies, articles, or equipment, causes another party to produce 
all or some of the commodities called for in the contract, the producer of these 
commodities not produced by the primary contractor is deemed to be a substitute 
manufacturer. 

Senator Futsriegut. The Senator well knows that a big manu- 
facturer normally, before this war period, whea defense production 
came along, he would make most of his production. 

Because of the terrific increase in volume, he has to let them out, 
to subcontract; does he not? 

Under that ruling, it says if he normally made it himself, and 
subcontracts, he comes under this bill and that is, of course, what has 
happened. 

The CuarrMan. Would the Senator mind stopping here while we 
have a quorum present? 

It has been suggested that we meet again after we recess—we have 
& witness we want to get through with this morning whose statement 
will be lengthy. I have his statement before me. * 

When we finish with that it is suggested that we recess until 2:30. 
I have some people in town that I would like to see. We can recess 
until 2:30. I imagine we will finish by 1 o'clock. 

Now, it is suggested that we stay here late tonight to try and get 
as far along as we can because tomorrow morning We have the housing 
bill to consider. 

Many Senators are calling up to find out when we are going to 
bring that bill out. Many of them are interested and many state- 
ments have been submitted. 

If we hear the CIO tomorrow, that would be the only witness we 
would not have heard. But if we hear them tomorrow morning, it is 
going to disrupt the whole housing situation in the country because 
everybody is waiting for this bill to come out. It would be my judg- 
ment if it is agreeable to the committee, to go ahead tomorrow morning 
at 10:30 and finish up the housing and then hear Mr. Edelman early 
the following day. We also have the Fowler matter. 

Senator Dirksen. Why not defer the hearing with the CIO until 
later so the ‘vy can have more time if they like. 

The Cuarrman. Do you want it tomorrow, or do you want it later? 

I have a letter from Mr. Edelman that [ am going to make a part 
of the record, together with my reply. I think Mr. Jackson came by 
my office to see me, if I am not mistaken. Is that right? 

Mr. EpmumMan. Yes, sir. 

(The letter referred to is as follows: ) 

TextTite Workers UNION oF AMERICA, 
WASHINGTON OFFICE, 
Washington 4, D. C., April 21, 1982. 


Hon. Burnet R. MAyYRAnk, 
United States Senator, Washington, D. C. 

Dear Mr. Senator: We are informed that Senator Fulbright will seek to 
weaken the Walsh-Healey (Public Contracts Act) by adding amendments to the 
Defense Produc.ion Act. 

You may or may not agree with the purposes that Senator Fulbright has in 
mind; I need hardly say to vou that organized labor generally wants no changes 
in the Publie Contracts Act. But it does seem to us that you would agreed that 
if any substantial changes should be needed in a basic statute concerning labor 
standards, that this be done only after full hearings and debate. 
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We would welcome an opportunity to explain our reasons for believing the 
Public Contracts Act definitely aids legitimate industry in a State such as South 
Carolina. At this time we merely wish to urge that you insist that the Senate 
Committee on Labor and Public Welfare is the proper body to conduct hearings 
or make recommendations, if needed, on proposals to revise this important labor 
law relating to labor conditions. 

It is hardly necessary for me to again emphasize our very genuine respect for 
the fairness which characterizes your leadership of the Banking and Currency 
Committee. Trusting that you can see our point on this issue, we remain 

Very sincerely, 
JoHn W. EpEeLMAN, 
Washington Re presentative. 


UNITED States SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
May 2, 1952. 
Mr. Joun W. EpELMAN, 
Washington Representative, Textile Workers Union of America, 
Washington 4, D. C. 

Dear Mr. EpetmMAn: Your April 21 letter expresses the opposition of you 
organization to the Walsh-Healey Act amendments proposed by Senator Fulbright. 
You indicate that the opinion of the Senate Committee on Labor and Public 
Welfare should be obtained regarding these amendments. They, as yet, have not 
come up for consideration in any executive sessions of this committee, and under 
our present plans we will not continue marking up 8. 2594 until the week of 
May 12. I shall keep your letter available for committee consideration at 
that time. 

Sincerely yours, 


Burnet R. Mayspank, Chairman. 
The CuarrMan. We have all these items that we have to deal with. 
That is what we are up against. 
What is your desire? Next week or tomorrow? 


Mr. Epve_Man. Next week. 
The CHAarrMAN. What day? Monday? 
Mr. Epetman. Very well, Monday. 
The CHarrmMan. Very well, next Monday at 10 o'clock. 
We will meet again today at 2:30 and we will meet in this room. 
I think we will have to make a quorum in the Senate, but I do not 
think we will have any votes as far as I know. 
Senator Dougias. Could we meet in the District room over there? 
The CuarrMan. With these 127 amendments that we have here 
and all this paper work, you would almost have to move the offices 
over there. You know what we were up against before. 
Senator Futsricut. I do not think there are any votes planned in 
the Senate. 
The CuarrMan. It is a terrible job. I think it would be better to 
meet right here where the records are. 
Senator Ropertrson. What did you mean about a night session? 
The CuairMan. Senator Dirksen and Senator Capehart said they 
would stay here tonight to get rid of this thing. They wanted to vote 
on two amendments this afternoon. 
Senator Carrenart. Let’s have a night session. 
the Senator Ronerrson. Mr. Chairman, some weeks ago—there is a 
meeting being held in Washington tonight and I promised weeks ago 
§ in to go. I do not like to cancel an engagement of that kind. 
oo. The Cuarrman. I appreciate the Senator’s position. 
bor Senator Dovaias. May I make a suggestion? 
The CuHarrMAn. Well, let us work as long as we can this afternoon. 
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Senator Douaias. Perhaps we could agree on procedure. 
The Cuarrman. A good many of us have been invited to another 
meeting tonight. 

Senator Doueias. I know we will not be asked to vote on any 
amendment which has not been available to the members of the 
committee for at least a day. 

The CHarrMan. We can go as far as possible with this bill. The 
two amendments that I was requested to bring up first were, the 
amendment by Senator Dirksen of the so-called Wage Stabilization 
Board, and the decontrol amendments. There are 5 or 10 decontrol 
amendments here. 

Senator Douatas. I think there has been sufficient notice on those 
matters. 

The CHarrMAN. Some of these amendments have been in here 
since we confirmed Mr. Arnall. 

Without objection, we will meet at 2:30 and work until late this 
afternoon, recess until tomorrow morning at 10, at which time we 
write up the housing law and the following day we have Mr. Fowler 
here for confirmation and then we will go back on the control bill, 
wherever we leave off this evening. 

Senator Frear. The amendments you are talking about, you are 
not going to vote on any amendments? I have a very important 
amendment I would like to submit. 

The Cuarrman. I suggested the first two to vote on. I hope we 
get somewhere. I only suggested the first two amendments. 

Without objection, that will be the order. 

Mr. Haslam, without objection I will make your statement a part 
of the record and you may proceed in your own way. 


STATEMENT OF REUBEN S. HASLAM, UNITED STATES CHAMBER 
OF COMMERCE 


Mr. Hastam. Mr. Chairman and members of the committee, my 
name is Reuben S. Haslam. I am engaged in the private practice 
of law here in Washington. 

I appear today on behalf of the United States Chamber of Com- 
merce, the Lorain County Industrial Council of Elyria, Ohio, the 
Associated Industries of Quad Cities, Rock Island, Ill. 

Senator FuLspricur (presiding). Could those not just be put in the 
record? We all have copies of that. 

It is getting late. L wondered if you could pick out and emphasize 
the particular and important points. We all have copies of your 
statement and we want you to emphasize the points you feel are 
most important. 

Mr. Hastam. Yes, Senator, I will proceed to do that. 

The whole purpose of my appearance is to apprise the members of 
the committee of the views of these organizations with respect to 
the so-called Fulbright amendment. These organizations favor all 
three of the amendments. 

We believe that the legislative history and the language of the 
act demonstrates without any question that the amendment in re- 
spect to open-market purchases and the amendment in respect to 
locality are merely designed to restate and to make it absolutely 
clear what the Congress intended should be done with respect to 
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the Walsh-Healey Act, the minimum wage determinations, and 
general application. 

If the chairman please, we are deeply and sincerely concerned 
about the proposed regulations that have been referred to and incor- 
porated into the record of hearing. I will not seek to summarize 
those or to read from them, but there has been a considerable amount 
of discussion concerning what those regulations propose and what 
they would do. 

It is our considered judgment that if those regulations are per- 
mitted to be put into effect, and if the Congress does not provide 
contractors and affected subcontractors with an opportunity for ju- 
dicial review of the actions being taken by the Department of Labor, 
that small and medium-sized business will be absolutely forced from 
the Government contract market. 

I would like to give some reasons why. The Senator from Illinois 
referred to the old interpretations concerning the application of the act 
to substitute manufacturers and the application to subcontractors. 
He referred to the fact that if it is a normal practice within the industry 
of which the prime contractor is a member, to do the work within his 
own plant and he sublets it, then you have a substitute manufacturer’s 
operation. 

Mr. CuarrMAN, the scope and application of the act to subcontrac- 
tors, I submit, has hever followed the interpretations that are con- 
tained therein, in the first place, and, in the second place, who deter- 
mines what is a usual and regular practice? 

It is a very quick, hurry-up determination made within the Depart- 
ment of Labor without anvone having opportunity for hearing, with- 
out anyone being given a chance to establish what is the regular 
practice, and this is done despite the fact that the original act, as 
written by the Senate Labor Committee, and which was referred to the 
House Judiciary Committee and rewritten, would have specifically 
applied to subcontractors, and would have made the prime contractor 
the policeman of his suppliers and his secondary contractors. 

The Administration, in 2 years, subsequently came back to the 
Congress with amendments seeking to apply the act to subcontractors 
and the claim was made that the Department’s whole activity is 
being greatly restricted because of the fact that the Congress has not 
made the act apply to subcontractors. On both of those occasions the 
Congress specifically rejected the proposals to apply the act to sub- 
contractors. 

Coming back to these proposed regulations, if the Senator please, 
there are two “first” qualifications that apply with respect to the 
opportunity to receive a contract subject to the Walsh- Healey Act. 

One is that the contractor must be a manufacturer, and the second 
is that he must be a regular dealer. 

The Secretary of Labor has defined “manufacturer” and ‘regular 
dealer.”’ 

Up until the proposed regulations now before you, the Secretary of 
Labor, through regulation, has followed a concept that if the contractor 
is a regular dealer and if the contractor then causes a manufacturer 
to do the work under the contract and to deliver directly to the Gov- 
ernment, the manufacturer in that particular situation is the principal 
as distinguished from the agent, and the dealer is treated as the agent. 
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These proposed regulations, I submit, would compel every regular 
dealer in the country to not only agree that he will see to it that all 
of his suppliers comply with the requirements of the act, but that h« 
will police them. 

We submit that if those regulations are adopted—and they are 
threatened for adoption right now, and I further submit they are 
another indication of the manner in which the Department of Labor 
proposes to not follow the mandate of the Congress—it would have 
this effect: 

It would force out of the Government contract market every 
regular dealer. 

‘Now, as an example take the stationery store downtown, Charley 
Stott. Do you think he could possibly undertake to police all. of his 
suppliers who make pens, pencils, desks, chairs and the like for the 
Government? That is a very small industry but policing would place 
an impossible burden on the stationery dealer. 

Do you think that Logan Motors up here, which has been involved 
in Government contracts, could go out and police the Ford Co., and 
moreover, how could they get in to do their policing? 

Now, turn the thing around; give the contract to a large manu- 
facturer. What is his situation? 

I have here a sheet which I removed from a publication that went 
over my desk showing the subcontractors and vendors of one aircraft 
company alone. That happens to be the Glenn Martin Co. There 
are literally thousands of suppliers involved in 42 out of 48 States. 

Now, I submit if the Glenn Martin Co., or any other aircraft com- 
pany were compelled to first determine whether or not, in this v ague, 
usual practice arrangement, certain of his subcontractors would be 
covered by the regulations and certain of them would be what they 
would be termed “auxiliary suppliers” and then for Glenn —_ to 
undertake to police those covered suppliers, the cost to the Govern- 
ment of setting up such an establishment would be prohibitive. 

It seems to me that the only result of such regulation would be for 
only your large integrated businesses who were able to police their 
own operations and have such facilities to manufacture all the com- 
modities that may be regarded as subcontractual commodities, would 
be in a position to bid on Government contracts. 

The Cuarrman. Are these orders that are to be issued July | 
generally known? 

Mr. Hastem. As far as I know, Senator, they have been pretty 
widely publicized. 

The CuarrmMan. They appeared in the Federal Register? 

Mr. Hastam. Yes, they appeared in the Federal Register on March 
8, as I recall, and a large number of business organizations I know 
are deeply concerned with them and have apprised their membership 
of their concern. 

To repeat, I do not think anyone can question that the regular 
dealer in the Government contract field does and has performed 
very important function. You take your machine tool dealers who 
not only act as the go-between, between the manufacturer and the 

Senator Futericur. Would you repeat that date again for Senator 
Bricker? Was it March 8? 

Mr. Hastam. March 8, as I recall, sir. I have the Register here. 

The Cuarrman. It is in the record. We put it in there yesterday 
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Mr. Hasuiam. It is March 8, page 2069. 

The CuairmMan. We placed it in the record yesterday. I had just 
forgotten the date. 

Mr. Hasuam. I had not recalled whether that had been done, Mr. 
Chairman. 

I do not think anyone can question but that dealers do perform a 
highly important function in not only getting products to commercial 
buyers, but also in getting products to the Government. 

Just as an e xample, take your wholesale lumber dealers. They act 
to bring together, in carload lots, the various kinds of lumber that the 
Government needs, and they perform that function in help to the 
Government. 

I mentioned machine-tool dealers earlier. They not only perform 
the functions of the go-between, but they likewise perform a highly 
technical function. They will go to the Government and say, “Now, 
what are the needs of this particular kind of machine tool?” The v 
perform an engineering and planning function, as well as otherwise. 

However, | submit, gentlemen, that under these proposals which 
again, inmy considered ‘judgme nt, are merely another step outside the 
law taken by the Department of Labor, because their conduct seems 
to be completely outside the processes of judicial review, it is merely 

another step, another indication as to converting the act into an act, 
| submit, of one having general application rather than an act de- 
signed to apply only to Government contracts, to Government con- 
tractor employees, and not to your large group of people who m: LY 
not contract with the Government. Moreover, the _ t was designed 
only to apply to those items that are required to be made to meet 
spe.ific, special specifications of the Government and was not in- 
tended for application to the kinds of commodities that are usually 
available in the open market. 

I will not burden the record with that because Senator Fulbright 
has covered that fully in his remarks. 

Senator Futsricut. Mr. Haslam, you have heard this comment 
made by the Secretary yesterday, which I think was involved in the 
statement of the Senator from Illinois, about the danger of v est-pocket 
dealers and bid peddlers. 

What do you have to say about that? 

Mr. Hasta. I think there are two aspects of that problem. 

(1) We do have contained in the statute itself now, which your 
amendme ‘nts would not disturb, the requirement that any contractor 
be a regular manufacturer of or regular dealer in—if any agency of 
the Government is awarding contracts to vest-pocket dealers and the 
like, that agency of the Government is failing to conform with the 
law just as much as, I submit, the Secretary would fail to conform 
with the law by adopting his proposed regulations. 

Senator Futsricur. | do not see how our amendments could change 
that or make it worse. If he wants some strengthening of that sec- 
tion, I have no objection to putting in such an ame ‘ndment, but what 
could not follow is how the adoption of my amendment would have 
an effect on that situation. 

Mr. Hasuam. May I submit another thing, Senator Fulbright? 
The Senator from Illinois referred to the series of 75-cent minimum- 
wage determinations versus those that are higher than the 75 cents. 
It is my understanding that vour answer to that was absolute ly cor- 
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rect; memes, that the 75-cent minimum-wage rates that are cur- 
reptly in effect are wage rates for industries that were increased. 
They aa prior determinations having rates lower than 75 cents. 

The Cuairman. I might say for the Senator’s benefit, I put that 
in the record yesterday. (See p. 2516.) 

Mr. Hastam. After the 1949 amendments to the Fair Labor Stand- 
ards Act became effective, the Secretary blanketed the various 
industries having lower than 75-cent rates under 75-cent orders 

I do think this is a very strong point, that if the Secretary had the 
answer to it, it Was certainly not given. You take all of those indus- 
tries now having a 75-cent minimum—all of those who now have a 
75-cent minimum only—well, maybe in some conceptions one could 
say those are substandard rates. If the Secretary went ahead and 
made a complete study of each one of those industries, he may come 
out with $1, but I submit there has been no showing in any Govern- 
ment statistics that even applying the act to open-market procure- 
ments, and even accepting the point of view that vest-pocket dealers 
and bid brokers and the like are accepting contracts and shopping 
them around, there certainly has been no showing of that in connection 
with the administration and enforcement of the act. And I submit 
if there had been, why does the Secretary still leave all of those 
determinations at 75 cents? 

I further submit, in your countless other industries, if there is a 
problem of a person accepting a Government contract and then shop- 
ping around to a substandard plant, if that is so, why do we have so 
many industries where the Secretary has not seen fit to make wage 
determinations? 

To be honest with you, sir, it seems to me that that is somewhat 
of a strawman that the Secretary has thrown up. I am unable to see 
in my considered judgment that situation existing and him (the 
Secretary) still sitting back and leaving all of the 75-cent industries 
and leaving all of the other industries completely unaffected by wage 
determinations. 

Senator Doueuas. Is it your contention, therefore, that the Seere- 
tary of Labor has been delinquent in his duties in not inc reasing wages 
sufficiently? 

Mr. Hastam. No, sir; that was not my contention. 

Senator Dove.ias. That was the inference I gained. 

Senator Caprnart. Mr. Chairman, may I ask a question? 

The CHAIRMAN. Senator Capehart. 

Senator CapeHART. Do you understand that the Secretary takes 
the position—let’s use this as an example—take the Martin Aircraft 
Co. that you used. They are given an order by the Government 
which is known as a prime contract to make 100,000 units, and they in 
turn ariagpeny say 50 percent of it, and among those subcontracts, 
of course, ¢ r those subcontractors, they in turn subcontract part of 
their Toland and then the third subcontractor might well sub- 
contract a portion of his order. 

Do we understand that the Secretary is taking the position that all 
of that series of subcontractors must come within the act and that 
they must police those to whom they issue subcontracts? 

Mr. Hasuam. As I understand it, there would be no differentiations 
in his application of the regulation between a subcontractor that is 
four times removed, or one who is directly under the prime contractor. 
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The only differentiation would be this auxiliary supplier deal. 

Senator Capenart. For instance, in the case of Martin building an 
airplane, it might well be that he could have 10,000 subcontractors. 

The CHAIRMAN. Excuse me, Senator. 

Senator Fulbright, would vou mind presiding? It is necessary that 
I speak with Senator McFarland. 

Senator Capenart. Then those subcontractors would subcontract 
a portion of their subcontract, and they would subcontract a portion 
of their subcontract. 

I can see where you might have a series of subcontractors down the 
line and I can see where it might go up to one dozen. 

Mr. Martin, as well as eac h of those subcontractors, would be held 
responsible under the Secretary of Labor’s interpretation? 

Mr. Hastam. As I construe the regulations as proposed, that would 
be the case. 

I might remind the Senator that there is not a single word in the 
Walsh-Healey Act that in my judgment legally permits the applica- 
tion of the act to subcontractors. The language throughout says that 
the requirements shall apply to the employees of the contractor. 

As I pointed out earlier, Congress, on three different occasions, re- 
jected specifically the same kind of proposal that the Secretary would 
now write into regulations, and he is doing it, if you please, on the 
theory that the act empowers him to grant exemptions, so since he is 
empowered to grant exemptions he is going to apply the act to sub- 
contractors. 

Senator Dove.ias. May I ask a question? Senator, am I inter- 
rupting you? 

Senator CapeHArtT. I have just one more question and then I will 
be finished. 

Is there an exemption under the rules and regulations issued by the 
Secretary of Labor that if a concern has a union contract or a labor 
contract with their employees that they are exempt? 

Mr. Hastam. No, sir; there is no such provision in the act. 

Senator CAPEHART. Is there in the regulations? 

Mr. Hastam. And not in the regulations or interpretations. 

As a matter of practice, 1 have gained this impression, that the 
Department has been willing to accept the fact that there must be 
compliance with the act in some of your highly unionized and highly 
organized industries because I have never seen those industries in- 
volved in Walsh-Healey litigation. I am thinking for the moment of 

lice coal. I have never seen any complaint issued in coal. I may be 

raft vow ; ; 

ont Senator CapeHart. I presume the premise would be this, that any 

> is concern that had a labor contract with their employees would be 

sh paying well above the minimum specified by the Secretary of Labor. 
“t Mr. Hastam. 1 would assume that, plus if you had comparable 

ub- hours and overtime provisions. 

Senator Dovucias. May I ask you a question? 

alas Mr. Hasuam. Yes. 

hat Senator Doveas. I have the copy of these proposed regulations 
of the Secretary of Labor before me in this copy of the issue of the 

aaa Federal Register 

— I wonder if you would turn to page 2071, the second column, sub- 

tor. paragraph (c). As I read that, that raises a question in my mind as 
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to what all the shooting is about. I wonder if you would permit me 
to read it aloud and then see if this does not meet some of the objec- 
tions, at least, which you have been raising: 


If it is the regular practice in the industry engaged in the manufacturing of the 
commodities of the type called for by the Government contract for members of 
such industry to purchase certain materials or parts to be used in the production 
of such commodities rather than to manufacture them, or to have certain opera- 
tions on the commodities performed by others, the vendor of such materials or 
parts, or the person performing such operations shall be deemed to be a subcon- 
tractor who is an auxiliary supplier— 


and this is the point— 


and the work performed by him, not be deemed to be within the coverage of the 
act. 

| wonder if that does not remove most of the objections which you 
have been raising. 

Mr. Hastam. If you want a very short answer, I would say no, sir, 
it does not. 

However, | think the matter is one that is entitled to some 
amplification. 

You have noticed, reading further on in the same section, that the 
matter of what is a regular practice within the industry is a problem 
left entirely up to the Department of Labor. 

Senator Doua.ias. Where is that? 

Mr. Hastam. You will find 


(d) For purposes of this seetion, the administrator of publie contracts— 


shall do so and so, and then you have 1, 2, 3, steps following on as to 
how he should very briefly make the determination. 

That first leaves another matter in the hands of the administrator 
who can be entirely and completely arbitrary. 

However, I submit, Senator Douglas, that the act does not and 
should not and was not intended to be applied to subcontractors. 
As soon as you accept the premise that the act does permit the applica- 
tion to subcontractors, then you accept, I presume, the very artificial 
kind of determination as to who is a covered subcontractor and who 
is an auxiliary supplier. 

Senator Carpenartr. Will you yield just a moment? 

Mr. Hastam. Yes, sir. 

Senator Caprnart. I think the act did intend to cover a subcon- 
tractor where the subcontractor or substitute may be in high wage 
brackets. If the Government gave me an order to build this water 
bottle which I hold in my hand and 1 said, “1 got the order on the 
basis that I was going to build it, but I won’t build it. I will send it 
to manufacturer A and let him build it complete’; I think the action 
was intended to cover that. I think this fellow should come under 
the act. 

If he is going to build the product complete, he should come under 
the act. 

However, if I take the order to build that and I say to subcon- 
tractor A, “I want you to build this cap for me,” and then to sub- 
contractor B, “I want you to build this handle for me,” I don’t think 
the act ever intended to cover the man building the cap and the fellow 
who built the handle. 
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Mr. Hastam. As a matter of maintaining the act and avoiding 
evasion, that there is a good legal theory for following through on the 
basis that you suggest, namely, that if I get contracts for spectacles 
and I am the ABC company and I turn them over to the XYZ com- 
pany 

Senator Capenart. To build them complete? 

Mr. Hastam. To build them complete, to perform ‘any contract 
where he actually substitutes for me then, I think, as a lawyer, the 
Government would have a sound basis for proceeding against me 
saying, ‘““Now, vou accepted this contract and you agreed to do it 
and you are responsible for seeing to it that it is observed. But you 
go beyond that and you may apply the act to the producer of little 
screws used in the finished eveglasses. 

Senator Futpricut. Mr. Haslam, is there not another point that 
they take the criteria there of the practice in the industry and not of 
the individual manufacturer, which certainly in times like these is not 
very applicable because we are all, particularly in defense work, 
having situations created where we do not do things that we cus- 
tomarily do? 

Mr. Hastam. I submit that the problem we are talking about with 
respect to applying the act to the secondary contractor is not an 
imaginary one. 

At the commencement of World War II, the Government was 
compelled to mushroom its entire aircraft industry. At that time the 
aircraft industry had a 50-cent minimum. Just 50 cents. The 
aircraft companies were unable to get secondary contractors who 
would be presumably regarded as substitute manufacturers to 
participate in the defense program. 

Now, what happened? ‘The Administrator addressed a letter to 
the Aircraft Industries Association saying that as far as the aircraft 
industry was concerned he was going to say there is no regular practice, 
simply to permit them to utilize the secondary contractors who were 
unable and unwilling to then participate. 

Senator CapeHArtT. With respect to the war or the war effort, 
certainly there is no standard to go by in the manufacture of tanks or 
airplanes, or certain radar equipment and probably hundreds and 
hundreds of other items. 

There is no regular practice of subcontracting on the part of the 
manufacturers. 

I would say in automobiles there was. I would say if the concern 
was making a truck for the Government that there is an established 
practice on subcontracting, but certainly not on a tank, and hundreds 
and hundreds of other articles. 

If you will follow this through, as I understand it—and maybe I 
do not understand it properly—then what you do is force the prime 
contractor to manufacture as much as he can in his own plant, thereby 
denying the little fellow the right to get contracts. 

Mr. Hastam. That is precisely it, sir. 

Senator Carpenart. That is exactly what you will do. 

Mr. Hasta. Perhaps I might make this other suggestion. You 
have referred to tank production and aircraft production with which 
I fully agree. It is extremely difficult to find the general practice, 
but even taking a peacetime industry, fountain pens, mechanical 
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pencils, and ball point pens, you have every variation in the practices 
of the manufacturers there. 

Some of them buy the point; some of them buy the little sack that 
holds the ink; some of them make the entire thing themselves. Some 
of them may have the cap made elsewhere. 

Now, I submit that this whole general practice theory of coverage 
of the act in one situation and lack of cove rage in another situation is 
merely a vehicle that has been utilized in an attempt to avoid the 
evasion proposition that you suggested, Senator. 

However, I further submit that the complicated arrangement of 
trying to catch as many subcontractors as can be under the ‘ ‘regular 
practice” theory has applied the act far beyond where the Congress 
ever intended that it should be applied. 

Senator Dovetas. Mr. Haslam, | notice that the Secretary prefaces 
his ruling with the statement that he wants to have objections to these 
proposals filed. I am further informed that the hearing has been set 
for the 10th of June on these rulings. 

Now I think it is impossible for me to say or for any Senator to say 
on short notice, without deep study, whether all the provisions of these 
regulations are wise. It is possible that some of them may be foolish, 
but are you not crying, in a sense, before you are hurt? Is it not your 
first remedy to appear at this hearing and make suggestions rather 
than to come to Congress for injuries which are supposition; which 
may not occur? 

Mr. Hastam. Senator, the regulations are proposed—and I agree 
with you on your comments. I want to point out that it was only 
after the Secretary got so many comments on his proposal that he 
decided to open it up for public hearing. Also it seems to me those 
regulations are a direct example of another step that the Department 
of Labor is taking not in conformity with law, the same way they 
have disregarded the open-market provision of section 9 of the act, 
and the same way in which they have disregarded the locality concept. 

And, Senator, I am not implying bad faith. I do not mean that, 
but by reason of the Lukens Steel decision a qualified bidder is unable 
to obtain court review of the locality concept of the Secretary. 

In my opinion as a lawyer, you are estopped from obtaining court 
review if vou accept a contract. 

The Supreme Court’s decision last November on the disputes 
clause in the Government construction contracts seems to settle this 
last point. In that case the Court said, in effect, “If you agree by 
contract, you are out of luck, if you want us to look at the validity 
of the contract provisions.”’ 

Senator CAPEHART. I want to say this, Senator Douglas: I think the 
very fact that they have proposed ‘this—and I agree with you, that is 
as the Secretary said yesterday, they propose to hold a hearing on 
June 10 and that it might not go into effect—but the mere fact that 
it has been proposed I think is working a hardship on people, par- 
ticularly, the little shops in America, because I cannot believe that 
the large prime contractors knowing that this thing might go into 
effect July 1 , they have already said to your purchasing departments, 
“You better see if you cannot manufacture more of these parts in 
our own shops and then make certain, now, that you only give them to 
shops that you know positively are complying with the Walsh-Healey 
Act.” 
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I do not think it is in the best interest of the smaller manufacturer. 
I am thinking of the small manufacturer as well as I am the little 
shop with 5, 10, or 15 people in them. I think it works a hardship on 
them. 

Now here is one governmental agency, in my opinion, interfering 
with the distribution of war contracts and the subcontracting, and the 
little fellow, while the Congress and other branches of the Government 
are doing everything within their power, I hope—at least they are 
supposed. to—to get a better distribution of this war business and get 
it distributed among all the little fellows as well as the big ones. 

He said yesterday that he was going to give real thought to these 
proposed regulations. 

I will say this, that they are now cracking down on some small 
manufacturers in machine shops and maintaining that the subcontract 
work they are doing is something which comes within the Walsh- 
Healey Act. 

Senator Fu_prigut. In view of the way he has interpreted the 
other two provisions and, there being no legal judicial review of it, I do. 
not see why vou would not be entitled to assume that he would put it 
into effect. 

Senator Capenarr. I would think this: I would think that the 
manufacturers who come applying and who have union contracts 
and who are paying high wages would rather welcome this, if they 
wanted to be selfish. 1 think the »y would rather welcome it, because 
if you can eliminate hundreds and thousands of little fellows who 
possibly cannot comply or are not complying, and deny them the 
right to get any Government work, then it naturally will go to the big 
fellow, or the fellow who does have the contract with the union, where 
his wages are far above the requirements of the Walsh-Healey Act. 

I would think that the Chamber of Commerce and the Manufac- 
turers Association, and the big fellows would rather welcome it because 
it gives them a better stranglehold on all the war business and all the 
Government business. 

Mr. Hastam. I might say this, Senator, in that connection, that 
the vast majority of members of the chamber of commerce, and also 
the vast majority of the members of the other organizations I repre- 
sent, as well as the vast majority of industries throughout the country 
are small and medium-size businesses. 

Senator CapEHART. I was not making an application against the 
people vou represent, but I say any organization whose wage rate is 
far above the Walsh-Healey requirements would welcome this sort of 
an arrangement because it creates a monopoly for them and it makes it 
easier for them to get business. 

Senator Futsrienut. In the long run it would, but it would create 
serious immediate problems. 

Senator CapEHART. However, they ought to welcome it and en- 
courage it rather than being against it. 

Mr. Hastam. I think Mr. Sullivan, who testified yesterday after- 
noon, expressed the view that the only hope for those who have 
Government contracts, have to keep the minimum sufficiently high 
so they can keep it. 

Senator CapenArt. The little fellow at the moment who has a 
wage rate which let us say, does not comply with the determination of 
the Secretary of Labor, he cannot automatically raise them. He has 
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to come to either the Salary Stabilization Board or the Wage Stabiliza- 
tion Board and get permission to do it. They might deny him the 
right to do it. 

Mr. Hastam. I do not agree with that. I think the exemption in 
the Defense Production Act would permit him to bring his rate up. 

Senator Capenart. I am not certain of that. 

Senator Futsricur. Yes, Senator, I think he is quite right. That 
is one of the principal objections, and it also goes to this objection 
about jurisdiction. I think in interpreting this ‘law, he does have the 
right to override, apparently, the Wage St: fabilization Board’s findings 
in the whole policy of the Defense Production Act. 

Senator Caprenart. Are you saying to me that if a man has a wage 
rate of 90 cents an hour and the Secretary determines, in order to 
handle certain war orders, that the rate must be $1.05 a hour, that 
that particular businessman can automatically increase his wage rates 
without permission of the Government 25 cents an hour? 

Senator Futsricut. He has to do it. He not only can, but he 
has to do it if he gets that contract. 

Mr. Hastam. He would be compelled to do it. 

Senator Caprnart. Without getting permission from the Wage 
Stabilization people? 

Mr. Hastam. That is the way I construe the act. 

Senator Futsricutr. Actually they are in conflict. If you look at 
each act, you will find one conflicts with the other. 

How about the inflationary effect of this Walsh-Healey Act, as a 
matter of fact? Does it have an inflationary effect? 

Mr. Hastam. Well, I think, Senator, if you take the wage de- 
terminations that were issued by the Secretary of Labor between 
1948 and = 50, you will find that the wage rates varied from 85 cents 
up to $1.23, all above the Fair Labor Standards Act minimum. 

You will ‘also find that those determinations, if industry all com- 
plied with them on a national basis, would have compelled upward 
increases of from—well, they vary from 1 to 11 percent of all the 
employees in the industry, and it is plain, ordinary economics that 
if you are compelled to increase your lowest rate, you are likewise 
compelled to increase your rates all the way up the line. 

In that connection, I refer the Senator to a study made by the 
Legislative Reference, as I recall, back in 1949, which actually showed 
the over-all impact of a general minimum wage increase program. 

May I suggest another thing, referring to Secretary Tobin’s state- 
ment of yesterday. He said that these wage determinations, the 
way he operates them, they work for 2 years. You fix the minimum 
and then you permit collective bargaining to function and pretty 
soon you restore the differentials that existed between various sized 
communities and various sized companies within the industry 

Then you come along and fix the minimum again two years later 
to once again level things off at a higher level, and then you permit 
collective “bargaining to function again to restore the differentials. 
Later the process is again repeated. 

I submit, Senator, that is clearly a highly inflationary procedure. 
It cannot help but be inflationary. 




















Senator Futsricut. With the application of the so-called cluster 
formula, if they keep making wage determinations, you are bound to 
force them up. 
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Mr. Hastam. That is entirely correct. 

Now, the manner in which the wage determinations are made under 
the Walsh-Healey Act, Senator, are not dependent on the minimum 
wages or the starting wages paid in the industry. They are dependent 
on wage tables that are compiled on a national basis, and then they 
try to pick out a point somewhere above the lowest rate which would 
represent, shall we say, a proper minimum. 

I have studied, I believe, every determination that has ever been 
issued by the Secretary of Labor, and I have vet to find a 
statement as to what he means by the minimum. 

Senator Benron. Could I ask a question of the chairman while the 
witness is looking up the material. 

Senator FuLBricur (presiding). Yes. 

Senator Benron. I am sorry I have not been here for these hear- 
ings, because I think they are very imports unt. However. there are 
competitive hearings dealing with a certain Senator from Wisconsin 
that I have had to attend yesterday and this morning 

Senator Futsriaut. I have heard about that. 

Senator saree Could I ask why the matter is before our com- 
mittee instead of before the committee responsible for the Walsh- 
Healey Act? If we are going to amend the Walsh-Healey Act, why 
does it not go before the Labor Committee? . 

Senator FuLtsricur. He just gave one reason, that this committee 
has the duty, 1 think, for stabilization and control of prices. The 
way this is being administered, it has a very great effect upon prices. 

There is also an obvious conflict between what we did in the Wage 
Stabilization Board and this act. As he just testified a moment ago, 
although the Wage Stabilization Board says one thing, that it should 
be kept down; under the Walsh-Heale ry Act, they can say it must be 
putup. ‘There is an obvious conflict of jurisdiction between those two. 
We have competent jurisdiction, of course, over the whole defense 
control picture. 1 do not think that means exclusive jurisdiction. 
I do not think there are many bills where all items come exclusively 
within one particular committee. 

We have many other subsidiary provisions in this act which, if they 
appeared by themselves, would go to another committee. 

104, for example, we had a good deal to do with, as the Senator well 
knows, that was in this act, and I think it would have gone to the 
Finance Committee. 

The foreign aid bill went to Foreign Relations, but there was also 
some aspect of the jurisdiction which belonged with the Armed 
Services Committee. 

If there was a separate bill introduced dealing with nothing but 
Walsh-Healey, it would obviously go to the Labor Committee. We 
are concerned here with the stabilization effort, and this act certainly 
impinges upon it. 

Senator Caprenart. [ think another good reason is this, that the 
ruling the Secretary of Labor proposes to put into effect on July 1, 
which he may not, but at least it has already been written and hearings 
will be held on June 10, has to do with the status of subcontractors in 
the war effort, and also—I believe I am going to state it correc tly— 
that a prime contractor can be held responsible for all of his subcon- 
tractors complying with the Walsh-Healey Act and that subcontrac- 
tors will be subject to the Walsh-Healey Act. 


rood, Cc le ar 
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If they are, of course, then it might well interfere with a proper 
distribution of the war contracts to the little fellows, particularly, 
the fellow with 5, 10, 15, or 20 people. 

For instance, we have an agency here now who may be throwing 
road blocks in the way of the prime contractor subcontracting as we 
want him to do, while this committee and the Government are 
encouraging subcontracts, and here they are going to say to the prime 
contractor, | “You must be responsible for seeing that all your sub- 
contractors follow the Walsh-Healey Act,” which might be almost 
an impossibility and a danger, and they might well say, ‘“‘Well, we 
will just do the w ork ourselves in our own plants, and we will not 
subcontract any,’’ and it might well interfere with the subcontracting. 

I think that is possibly one of the biggest reasons why this com- 
mittee ought to look into it. I do not know that this ruling will go 
into effect. 

Senator Futsrieut. This committee has always had jurisdiction 
over small business and is supposed to be charged with that particular 
duty. 

Senator Benron. I can see the argument here applied to small 
business, very clearly. 

This thinking about it—and I have not had the time to think about 
it as I should, and I must certainly read the record very carefully 
because it is a very important subject, but it seems to me that you 
have the conflict here between small business, and the interest of small 
business in subcontracts—and I do not take exception to what the 
Senator from Indiana just said—on the one hand, and on the other 
hand this deals with wage standards, labor rates, and other things 
which we normally regard as of vital concern to the labor interests. 

Senator Fuisricut. But the Defense Production Act depends 
upon that matter too, does it not? Should the effort to stabilize 
wages go to the labor committee? It has always been handled by 
this committee. 

Senator Brenton. This seems to me to be taking over a matter, 
as the Walsh-Healey Act indicates, which has been traditionally 
handled by the Labor Committee because of its special interest in 
labor. I would think that is where these subjects ought to go. 

Are we going to have witnesses from the labor unions present? 

Senator Futsricut. They will appear on Monday. 

Senator Capenart. I think the whole thing gets down to the 
matter of the interpretation of the Secretary of Labor’s interpreta- 
tion of the meaning of the word “locality”? and the determination 
as to whether or not subcontractors come under the Walsh- Healey Act. 

I think that is the crux of the whole thing. 

Senator Benton. I can see very powerful arguments for small 
business and that is probably why the Connecticut Manufacturers 
Association is interested. 

I see you represent also the Bridgeport Manufacturers Association. 

Mr. Hastam. That is right. 

Senator Benton. I think they have a higher percentage of small, 
independent manufacturers than any city in the world and I can see 
their interest in this. The thing that has puzzled me is this conflict 
of interest. 

Senator Caprnart. Now, may I give you the other side of the 
story: Here is a manufacturer sitting here and he is paying more than 
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the Walsh-Healey Act. He has a contract with his employees and he 
has good public relations and here is one over he re who does not and 
he is paying something below the Walsh-Healey law or just about it. 

The one fellow has a hard time getting Government subcontracts 
for the reason that the other fellow underbids him. That is the other 
side of the story. It is not an easy problem to handle. 

Senator Benton. Is it your belief that because of this ruling, that 
this ought to come up now? 

Senator Futsricut. That is only one consideration. I don’t 
think that ruling is the determining factor at all. I think they have 
misinterpreted the plain intent of Congress from the beginning. 

Senator Benton. Then why not introduce it as a separate bill? 

Senator FuLsricur. It becomes acute in the defense effort. 

This committee has jurisdiction over the control of that effort. 

As I understand the philosophy of our bill and our original Defense 
Production Act, it is to try to maintain some of the elements of normal 
relationship in our business community, rather than letting this defense 
effort completely disrupt the pattern of what we used to call our com- 
petitive system. 

Senator Benton. I do not think these amendments apply only to 
defense contracts. Am I wrong there? 

Senator Fu.tsricutr. The whole bill only applies to Government 
contracts and, of course, in a period of defense spending, you can see 
how much more important it is now. 

Senator Benton. Then you are telling me by failing to interpret it 
against the background of the whole bill, I mistake nly interpret it to 
the entire economy when all it applies to are Goverument orders and 
Government contracts. 

Senator Futpricut. The Walsh-Healey Act applies only to Govern- 
ment orders. 

Senator Benton. That was not clear to me when I read the amend- 
ments. 

Senator CapenArT. Let us take a manufacturer who manufactures 
something and his wage rate is low. It is not only low with him but 
it is low with everybody in the business. However, he wants to get 
more business so he gets something, let us say, in the electronics line, 
or steel fabricating, where the rates normally are high. They have 
been for years and properly so, but he wants to do some of that. He 
has some space in his shop. 

Well, he has to rearrange his wage rate not only for that war work 
that he does, but also for his usual manufacturing, that which he 
normally was doing, where his rates are low. 

Senator Benton. That is a good illustration. 

Senator Carenart. That is one of the biggest problems and one 
of the biggest headaches I would think that the Secrerary of Labor has 
confronting him with respect to this whole matter. 

Senator Fu.tsricut. Also under the Defense Production Act, 
Senator Benton, we undertook to tell industry that they have to take 
Government contracts. The allocation power carried in this bill is life 
or death for industries. If they do not get a Government contract 
they have to go clear out of business in many cases. They cannot get 
aluminum, for example, or something that is short. If a man has 
been making aluminum utensils of some kind, he has to convert. To 
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stay in business he has to convert and take a Government contract 
or he gets no aluminum. 

Senator Benton. I accept that argument with regard to copper. 
In Bridgeport the whole valley is likely to go into a depression in a 
month or two because of this Chilean copper boycott. 

Senator Futsricur. On the one hand we tell them they must do 
something and we set all kinds of standards and allocation powers and 
tell them they must take Government contracts. On the other hand, 
in a different agency they use that opportunity to change the wages, 
directly contrary to the Wage Stabilization Board, which we set up. 
I should not say we set up the Wage Stabilization Board, but we gave 
the authority to the President. 

Senator Benton. We will have representatives of the labor groups 
who might very well be in conflict with the representatives of small 
business. 

Senator Futsricur. The Department of Labor testified just yester- 
day. It is not just this witness. The Department of Labor has had 
its opportunity to put in anything. 

Senator CapreHarr. Secretary Tobin testified yesterday for about 
3 hours. 

Senator Benton. I am sorry I missed it. 

My questions will be more pointed after I am better posted. 

Mr. Hastam. May I interject one thought, Senator: The fact that 
the Walsh-Healey Act applies to contracts forms the basis for the 
Department’s interpretation that the Administrative Procedures Act 
does not apply to it. 

“That is a matter applying to contracts and so the Administrative 
Procedures Act and the judicial review provisions are not supposed 
to apply to our activities.” 

Senator Capenartr. The proper way to handle this would be to 
propose a law saying that all rules and regulations which have the 
force of law must come back to the Congress for approval. 

Mr. Hastam. You would be undert: aking a big job. 

Senator Carenarr. The whole thing is a big job and it ought to 
be handled properly. 

Mr. Hastam. | am in full agreement that the more safeguards that 
can be put up so that the will of Congress is carried out, the better off 
we will be. 

Senator Capesarr. This haggling back and forth between the 
Congress and the administration on what Congress did or did not mean 
is not good. 

Senator Funisriegur. The Administrative Procedures Act was 
designed to do just what you are saying there. That is what the 
purpose was. 

Senator CaPEHART. But it is not working properly. 

Senator Futsricar. I do not know that it is not. It does not apply 
to that. All my third amendment is is that it should apply to this. 

Mr. Hastam. I found that quotation on the effort to define the 
prevailing minimum wage. It is in the tag industry minimum wage 
determination: 

A prevailing minimum wage should be the wage which predominates in that 


field— 
there is some word left out— 


it should have superior force and influence in relation to the lower and higher 
wages which surround it in the lower part of the wage structure. 
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Now that explains the Department’s view with respect to this 
cluster theory. 

Mr. Chairman, may I take just 2 minutes to indicate what your 
third amendment would do in our judgment. It is contained in my 
statement and if I may I would merely like to read that: 

Applying Administrative Procedure Act to certain functions under 
Walsh-Healey Act: The third amendment proposed by Senator 
Fulbright would correct the grossly unfair situation created by the 
Supreme Court’s decision in the Lukens case. This amendmert 
would merely apply the simple procedural safeguards of the Adminis- 
trative Procedure Act to certain functions performed by the Secretary 
of Labor under the Walsh-Healey Act, and would permit the courts 
to perform their traditional function of reviewing his conduct for 
conformity with law. 

The need for such an amendment, it is submitted, is established 
beyond question by the actions of the Department of Labor in dis- 
regarding the mandates of the Congress in connection with the open 
market and locality provisions. The need is further emphasized by 
the new proposals of the Secretary of Labor to bring under the act 
most subcontractors and to compel prime contractors to agree to 
police their subcontractors for compliance with the act and to guar- 
antee such compliance by assuming financial responsibility for any 
violations. 

To apply the Administrative Procedure Act to functions of the 
Department of Labor under the Walsh-Healey Act would mean only 
this 

(a) That no wage determination, or no regulation of general applica- 
tion could be put into effect unless it was based upon a record made in 
formal hearing conducted by an impartial person in an impartial 
manner; 

(6) That such determinations and regulations would have to be 
supported by and be in accord with reliable, probative, and substantial 
evidence on the whole record; 

(c) That interested persons would be afforded an opportunity to 
comment on proposed regulations or determinations before they were 
made effective; 

(d) That the determinations and regulations would have to be 
authorized by law and be within the jurisdiction delegated to the 
agency by statute; and 

(e) That the courts would be empowered to review the regulations 
or determinations and to set them aside if they did not conform with 
law or if they were not formulated in conformity with the minimum 
fairness rules of the Administrative Procedure Act. 

That is all, as I construe it, your third amendment would do. It 
would merely compell compliance with the law and give people a 
full and fair opportunity to be heard, to give them an opportunity to 
comment upon regulations having force and effect of law before they 
are put into effect and to again vest in the courts the power to deter- 
mine whether or not the administrative agency has conformed with 
the law and if it has not, to set its action aside. 

Senator Futpriant. Have you ever participated in any protest 
of the regulation or ruling of the Secretary? 

Mr. Hastam. I am not sure I know what you mean, Senator. 
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Senator Futsricnt. As I understand, hearings may be held or 
examinations made before an actual finding has been made as to the 
minimum wage. After those hearings, the Secretary and his staff 
consider it and made a finding but there is no hearing made on the 
finding itself. 

Mr. Hastam. That is correct. 

Senator FuLsrieut. Is there any way to appeal from the finding? 

Mr. Hastam. I assume that it would be all right to petition the 
Secretary to reconsider the matter. 

Senator FuLsrieut. To your knowledge has it ever been done? 

Mr. Hastam. To my knowledge it has never been done. 

I have personally, as an individual, and on behalf of clients, strongly 
urged the Secretary of Labor and his personnel to issue their proposed 
findings on wage determinations and to afford people an opportunity 
to shoot at them before they are made effective. Those requests have 
been passed off; I have participated in many wage determinations. 
The worst thing about it, Senator, is that you shoot in the dark. 
I might bring out, if I may, a proposal that is right now before the 
Department under this minimum-wage provision which indicates that 
at least as far as one union is concerned, the minimum-wage provisions 
of the act are in no way designed to merely be limited to determining 
minimum wages. This union has come in with a proposal to put in 
all sorts of fringe benefits, the same type of thing that is involved in 
a lot of the disputes that are currently before and have been before 
the Wage Stabilization Board. 

I refer in particular to the notice of hearing published in the Federal 
Register on March 25, involving a proposal to determine minimum 
wages for the woolen and worsted industry. 

If it would not burden the record too much, I think it would be 
worth while for the record to show how the wage procedures can very 
well be converted into an entirely different facet from where they were 
intended to be. 

Secretary Tobin admitted yesterday that he determines wages on 
a Nation-wide basis. Now, I do not know what he will decide on this 
proposal but he might very well decide that he can determine wages 
not only on a Nation-wide basis but that he can put in an escalator 
clause so when the cost of living goes up by five-tenths of 1 percent 
then we get another 5-cent increase in wages. He may further decide 
that he can give all the other fringe benefits that actually are not 
wages. 

Senator Futsricut. How long is that memorandum? 

Mr. Hastam. It is just three pages. 

Senator Futsricut. I think we can put that in the record, then, 
for the information of the committee, since several members have had 
to go to the floor. 

(The document referred to is as follows:) 
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DEPARTMENT OF LABOR 
Division oF Pusiic ConrTrRacts 
[41 CFR Part 202] 
- PREVAILING MintmuM WAGE FOR WOOLEN AND Worstep INDUSTRY 
NOTICE OF HEARING ON PROPOSED AMENDMENT 


The Secretary of Labor, in a minimum wage determination issued pursuant to 
the provisions of the Walsh-Healey Public Contracts Act (act of June 30, 1936, 
49 Stat. 2036; 41 U.S. C. sees. 35-45) and made effective May 14, 1949 (14 F. R. 
1793), determined the minimum wage for persons emploved in the woolen and 
worsted industry in the performance of contracts with agencies of the United 
States Government subject to the act to be not less than $1.05 an hour. This 
determination also authorized employment of learners or beginners at rates not 
less than 90 cents an hour for a learning period not longer than 320 hours. This 
determination is currently in effect as editorially revised and published in the 
FEDERAL Re&GISTER On July 20, 1950 (15 F. R. 4634). 

The Textile Workers Union of America, CIO, has submitted the following 
petition to the Administrator: 

‘““‘NOVEMBER 16, 1951. 

‘We do herewith petition for the establishment of a minimum wage of $1,265 
for the woolen and worsted industry under the Public Contracts Act and the 
incorporation in such determination as the prevailing practice a wage escalator 
provision for 1 cent quarterly adjustment for each 1.18 rise in the Consumers’ 
Price Index (Old Series) beginning with February 15, 1951, and the following 
other provisions: six paid holidays; shift premiums of 4 cents for the second shift 
and 7 cents for the third shift; and the payment of vacation benefits of forty 
hours’ pay for employees with one year’s service; 60 hours’ pay for one to three 
years’ service; and 80 hours’ pay for five years’ service or more. We are attaching 
herewith a typical provision regulating the preceding items in the woolen and 
worsted industry. 


‘“‘We urge the same definition of this industry as the one which the Secretary 
of Labor adopted in the Determination of the Prevailing Minimum Wage for this 
industry on April 14, 1949.” 


The United Textile Workers Union, AFL, has submitted the following petition 
to the Administrator: 

“FEBRUARY 29, 1952. 

‘‘We herewith petition for the establishment of a minimum wage of $1.30 in the 
woolen and worsted industry under the Public Contracts Act, and the incorpora- 
tion in such determination of a wage escalator clause providing for a 1 cent quar- 
terly adjustment on each 1.18 rise in the Consumers’ Price Index (old series) 
beginning with February 15, 1951. We would also establish six paid holidays 
with shift premiums now existing in our union contracts, including payment of 
vacation benefits and a health and welfare program. 

‘‘We would continue the same definition of the industry as presently prevailing.” 

The Unions have submitted lists of employers in the industry who now pay 
minimum wages of $1.265 or more an hour, and have urged retention of the 
currently effective industry definition (15 F. R. 4634; 41 CFR 202.47) as follows: 

Definition. For the purpose of this determination the term ‘‘woolen and 
worsted industry’? means: 

(1) The manufacturing or processing of all yarns (other than carpet yarns) 
spun entirely from wool or animal fiber (other than silk); and all processes pre- 
paratory thereto; 

(2) The manufacturing, dyeing, or other finishing of fabrics and blankets (other 
than carpets, rugs, and pile fabrics) woven from yarns spun entirely of wool or 
animal fiber (other than silk) ; 

(3) The manufacturing, dveing, or other finishing of fulled suitings, coatings, 
topcoatings, and overcoatings knit from yarns spun entirely of wool or animal 
fiber (other than silk) ; 

(4) The picking of rags and clips made entirely from wool or animal fiber 
(other than silk) and the garnetting of wool or animal fiber (other than silk) 
from rags, clips, or mill waste; and other processes related thereto; 

(5) The manufacturing of batting, wadding, or filling made entirely of wool 
or animal fiber (other than silk) ; 
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(6) The manufacturing or processing of all yarns (other than carpet yarns), 
spun from wool or animal fiber (other than silk) in combination with cotton, 
silk, flax, jute, or any synthetic fiber; except the manufacturing or processing on 
systems other than the woolen system of yarns containing not more than 45 
percent by weight of wool or animal fiber (other than silk) in combination with 
cotton, silk, flax, jute, or any synthetic fiber; 

(7) The manufacturing, dyeing, or other finishing of the products enumerated 
in clauses (2), (3), (4), and (5) from wool or animal fiber (other than silk) in com- 
bination with cotton, silk, flax, jute or any synthetic fiber; except products con- 
taining not more than 25 percent by weight of wool or animal fiber (other than 
silk) with a margin of tolerance of 2 percent to meet the exigencies of manufacture. 

Now, therefore, notice is hereby given that a public hearing will be held on 
Thursday, May 15, 1952, at 10:00 a. m., in Conference Room A of the Depart- 
mental Auditorium, Constitution Avenue between Twelfth and Fourteenth Streets 
NW., Washington, D. C., before the Administrator of the Wage and Hour and 
Public Contracts Divisions or a representative designated to preside in his place, 
at which hearing all interested persons may appear and submit data, views and 
argument (1) as to what are the prevailing minimum wages in the woolen and 
worsted industry; (2) as to whether there should be included in any amended 
determination for this industry provision for employment of learners and/or ap- 
prentices at subminimum rates, and if so, in what occupations, at what submini- 
mum rates and with what limitations, if any, as to length of period and number or 
proportion of such subminimum rate employees; and (3) as to the propriety of the 
present definition of this Industry. The employment and wage data submitted 
by the Unions and any such data submitted prior to the hearing by others will be 
made available to interested parties upon request. 

Persons intending to appear are requested to notify the Administrator of their 
intention in advance of the hearing. Written statements in lieu of personal 
appearance may be filed by mail at any time prior to the date of the hearing, or 
may be filed with the presiding officer at the hearing. An original and four copies 
of any such statement should be filed. 
pe Persons who wish to appear should be prepared to testify with respect to the 
adequacy and accuracy of the wage data submitted by the petitioners, and also 
to present specific factual information in support or in derogation of the adequacy 
and accuracy of such data. 

The following information is particularly invited with respect to the subject 
matter of the testimony or statements of each witness: (1) The number of workers 
covered in the presentation; (2) the number and location of establishments; (3) 
the number of looms and spindles operated in each establishment; (4) minimum 
wages paid at the end of a probationary or learner period, the number of workers 
receiving such wages, and the occupations in which these employees are found; 
(5) the entrance rate for learners, beginners, or probationary workers, the length 
of such learning or probationery period, and the number of workers paid such 
entrance rates; and (6) the product or products. 

To the extent possible, data should be submitted in such a manner as to permit 
evaluation thereof ov a plant-by-plant basis. 

In the discretion of the Presiding Officer, a period of not to exceed 30 days 
from the close of the hearing may be allowed for the filing of comment on the 
evidence and statements introduced into the record of the hearing. In the event 
such supplemental statements are received, an original and four copies of each such 
statement should be filed. 

Signed at Washington, D. C., this 19th day of March 1952. 

F. GRANVILLE GRIMES, Jr., 
Acting Administrator, Wage and Hour and Public Contracts Divisions. 


[F. R. Doc. 52-3343; Filed, Mar. 24, 1952; 8:48 a, m,] 


Senator Futsricutr. Do you have any other comments that would 
be helpful to the committee? 

Mr. Hastam. None beyond what have been referred to, sir. 

The organizations I represent feel very strongly about this. They 
feel that the Department of Labor has failed to carry out the clear 
intent of Congress. They feel at the moment, in view of the expanded 
defense production, the pendency of numerous wage determination 
proposals, and also the pendency of the proposal to apply the act to 
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subcontractors in far broader fashion than they seem to have carried 
it so far. They are deeply concerned with the possibility that only 
the largest, integrated establishments will ultimately end up partici- 
pating in Government business. 

For those establishments which may be utilizing subcontractors to 
perform work that the Administrator, in his judgment, may decide is 
not that of an auxiliary supplier, they either have to undertake to 
police that supplier, or they have to erect their own facilities to do 
the work. 

I submit again, I do not know under what authority they can go in 
and police the supplier, as the Secretary would require. 

That is what is proposed, that each of them do that. 

Senator Futsrieur. Do you think that would slow up the defense 
effort? 

Mr. Hasta. It seems to me inevitable that it would not only slow 
up the defense effort but it would necessarily tend to vastly increase 

the cost. 

If I as a contractor agree that I am going to do something and I do 
it by contract and I am subject to extreme penalties down the line for 
failure to do it on the part of someone that I would otherwise not 
control, I certainly am going to undertake to see to it that I control 
him to the best of my ability, and that costs money, sir. 

Senator FuLsricur. Senator Benton, do you have any questions, 
sir? 

Senator Brenron. I have one question: I understand the witness 
spent a good many years in the Labor Department, is that correct? 

Mr. Hasta. That is correct. 

Senator Benton. Wasn’t the Walsh-Healey Act originally designed 
to eliminate or cut down on exploitation of labor, sweatsho )p conditions, 
and other such things, so that labor would have a better break to raise 
its own standards and to engage in collective bargaining, and try to 
raise its living standards and so on? 

Mr. Hasta. If the Senator please, it had nothing to do with 
collective bargaining. 

Senator Benton. Don’t these things in turn encourage the collec- 
tive-bargaining process? 

Mr. Hastam. Well, perhaps so. It is a matter of judgment. 

Senator Benton. It gives a union a better break when it is operating 
against an act like the Walsh-Healey Act. 

I am asking for information to determine the intention of the Con- 
gress in the framework of the original act. 

Mr. Hastam. You have asked me two questions and I would lke 
to answer them in the order given. 

The Walsh-Healey Act, Senator, was passed roughly a year after 
the National Industrial Recovery Act was declared unconstitutional. 

The act very clearly had as its objective, the avoidance of the 
award of contracts to sweatshops. You will find sweatshop discussion 
throughout, that they did not want to use the purchasing power of 
the Government to force down the wage rates. 

Senator Benton. That is my recollection 

Mr. Hastam. That is absolutely correct. 

The act had a very arduous period in its legislation. As initially 
proposed by Senator Walsh, it would have been actually a statute of 
rather general, broad application. It would have covered all sub- 
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contractors and suppliers and it would have covered those companies 
that were benefiting from Government loans. That act was, as pro- 
posed by Senator Walsh, passed by the Senate and sent over to the 
Judiciary Committee. There it was tabled, first, and it was finally 
rewritten. It was rewritten in the form in which it now appears, with 
only one modification, and that was a deletion of a very short phrase 
in section 9 of the act. 

In the course of the rewriting, Senator, they left out the provision 
that had been proposed by Senator Walsh that wages would be deter- 
mined on a fair and reasonable basis, but instead they merely em- 
powered the Secretary of Labor to determine the prevailing minimum 
in the particular industry or in similar industries, or in groups of 
industries currently operating in the locality where the contract work 
was to be performed. 

The legislative history shows that the wage procedure was to be 
an administrative process under which the Department would go into 
a locality to find out what are the prevailing minimum wages—and 
“minimum” is emphasized throughout, as well as “locality’’. Then 
the Secretary would declare the rates. What happened is that 
“‘locality’’ has been construed, as Secretary Tobin admitted yesterday, 
to embrace the entire United States. You will find most of his wage 
determinations—and I have them here in case you would like to have 
them for your own files—you will find that most of his wage deter- 
minations are on a Nation-wide basis. 

Now to come to your second question, if I may. 

Senator Benton. Is it not true that the very first wage determina- 
tion made back in 1937 was on a Nation-wide basis? 

Mr. Hastam. That may or may not be true. 

Senator Benton. The wage determinations made under Wash- 
Healey on men’s work clothing was a Nation-wide determination. It 
was made January 30, 1937, 1 year after the date of the passage of 
the act. 

Mr. Hastam. May I interject a thought there, Senator, if I may: 
You will find that all of your early wage determinations prior to the 
one involving the iron and steel, involved the so-called sweatshop 
industries. They were based on the effort to carry out the objectives 
of avoiding the award of contracts to your sweatshop operators. 

Senator Benton. But does that not, nonetheless, demonstrate the 
basic principle? 

I have here Mr. Healey’s statement in which he refers to the pur- 
poses of this act 


For the supplying of material and equipment to conform to decent fair labor 
standards in the performance of those contracts. 


And here is Mr. Greenwood: 


The Government undertakes to lead the way for better economic conditions and 
a better spread tor employment. 


It is obvious those men are talking about the country as a whole 
and not any special section of the country. 

Mr. Hastam. Irrespective of what they may have been talking 
about, Senator, I submit that the Secretary is still governed by the 
act and to me the fact that the first determination made in 1937 was on 
a Nation-wide basis merely means this, that the locality concept has 
been distorted from the beginning. And it was only when the Depart- 
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ment stepped out of the field of sweatshops and went into the iron and 
steel industry, and then embraced broad localities, that an effort was 
made to get the courts to review that concept. 

Senator Benton. | have no other questions, Mr. Chairman, but it 
does seem to me, if this has been distorted as stated by the witness, 
right from the first determination on January 30, 1937, if we have had 
15 years of such background, that it is an important kind of issue 
warranting the study of the people who have the responsibility for our 
labor legislation, as well as a study by the people who are interested 
in small business, because these two things incre asingly seem to me to 
be involved and not only to be involved but to be somewhat in conflict. 

What is in the interest of the small-business man may come sharply 
in conflict with our national policy, applied to minimum wage stand- 
ards on a national basis. 

Senator FuLsricHt. Senator, certainly no one objects to having the 
Committee on Labor studying this matter. I should think perhaps 
they should have before now and in view of the Lukens case there is 
no other body who can do anything about it. 

Senator Benron. Your point is, if they do not move in, we had 
better move in and find out about it. 

Senator FuLsricut. As a general proposition, as I said, the Labor 
Committee is perfectly at hberty to do anything they like about it 
but that does not relieve the necessity of our doing something with 

regard to the Defense Production Act. 

‘No one is trying to exclude them. They could introduce a bill and 
pass it at any time they like. I do not think that has any bearing 
upon our responsibility, if we are going to pass a Defense Production 
Act, and if we are going to insist on some of the provisions we have 
in it, something must be done about this particular aspect of it. 

Do you have any further questions? 

Senator Brenton. No, | have no questions. However, I take 
exception to what yousay. Il just donot know. I asked the question 
because I see the conflict of interests here. It has been a national 
policy for 15 years to try to set up a national minimum wage standard 
in certain industries and it is not a policy to be changed, it seems to 
me, without the most careful study. I do not like to change such a 
policy under the pressure of crisis and do it hastily. 

Senator FuLsricur. I say that the policy of a national minimum 
wage standard, this Congress did enact one under the Fair Labor 
Standards Act. That was the congressional policy. 

Now the policy you are talking about here is just the Secretary’s, 
and there is no other way to approach it than the way we are ap- 
proaching it. 

Senator Benton. If the Secretary is improperly interpreting this 
act, why hasn’t somebody taken him to court? 

Mr. Hastam. They have and they were kicked out. They took it 
into court in the first steel determination and the court said they 
have no standing in court. 

No contractor has any standing in court because he is estopped. 
If he agrees to pay a $2 minimum, even assuming that the best he 
could dream up as the prevailing minimum would be a dollar, if he 
agreed by contract, he is estopped from getting the court to review it. 

“Senator Futsricut. Thank you very much, Mr. Haslam. 
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Mr. Hastam. Thank you very much, Mr. Chairman. I appreciate 
the opportunity of appearing. 
(Mr. Haslam’s prepared statement is as follows:) 


STATEMENT OF REUBEN S. Hastam, UNITED States CHAMBER OF COMMERCE 


My name is Reuben 8. Haslam. Iam engaged in the private practice of law in 
Washington, D. C., and associated with Raymond 8. Smethurst. 

I am appearing today on behalf of the United States Chamber of Commerce, 
Washington, D. C., and the following State and local employer associations: 

Lorain County Industrial Council, Elyria, Ohio 

Associated Industries of Quad Cities, Rock Island, IIL. 

Manufacturers Association of Montgomery County, Norristown, Pa. 

Manufacturers Association of Syracuse, Syracuse, N. Y. 

Manufacturers Association of Bridgeport, Bridgeport, Conn. 

Industrial Association of Quiney, Quiney, II. 

Employers Association of Detroit, Detroit, Mich. 

Associated Industries of Kansas, Topeka, Kans. 

Manufacturers Association of Berks County, Reading, Pa. 

Manufacturers Association of Connecticut, Hartford, Conn. 

Industrial Management Council of Rochester, Rochester, N. Y. 

Associated Industries of Rhode Island, Ine., Providence, R. I. 

Indiana Manufacturers Association, Indianapolis, Ind. 

Associated Industries of Missouri, St. Louis, Mo. 

Associated Industries of Alabama, Birmingham, Ala. 

Associated Industries of Massachusetts, Boston, Mass. 

Tennessee Manufacturers Association, Nashville, Tenn. 

Associated Industries of Arkansas, Little Rock, Ark. 

Associated Industries of Maine, Augusta, Maine 

Worcester County Metal Trades and Employers Association, Worcester, 
Mass. 

Minnesota Employers Association, St. Paul, Minn. 

Carteret Industrial Association, Carteret, N. J. 

Pennsylvania Manufacturers Association, Philadelphia, Pa. 

lowa Manufacturers Association, Des Moines, Iowa 

San Francisco Employers Council, San Francisco, Calif. 

The purpose of my appearance is to apprise this committee of the attitude of 
these industrial organizations toward the so-called Fulbright amendments to the 
Defense Production Act. 

Before discussing those amendments, however, I think the committee might 
be interested in knowing that the organizations I represent here are firmly con- 
vinced that the Walsh-Healey Act is no longer required to preserve minimum 
labor standards on Government contracts, because such standards are now fixed 
for Government and commercial business by the Fair Labor Standards Act, as 
amended in 1949. 

For reasons to be given later, it is respectfully submitted that adoption of the 
Fulbright amendments will tend to promote maximum defense production and will 
encourage more utilization of small and medium-sized companies in the defense 
effort. Failure to adopt them might well result in exclusion of small and medium 
sized companies from this vital activity. 


BACKGROUND 


As the committee is well aware, the Walsh-Healey Act was passed by the 
Congress in 1936 within a few months after the United States Supreme Court 
declared that the National Industrial Recovery Act was unconstitutional. The 
Walsh-Healey Act compels contractual agreement by persons accepting Govern- 
ment contracts ‘in excess of $10,000” for the manufacture or furnishing of mate- 
rials, supplies, articles or equipment of the type and kind not ‘‘usually bought in 
the open market,” that in the performance of such contract work, and as applied 
to their employees, they will observe certain standards on minimum wages, hours 
of work, child and convict labor. It also requires that each such contractor must 
stipulate that he is a ‘‘manufacturer” of, or a ‘‘regular dealer’ in the commodities 
required by the Government under the contract. 

The minimum wages required to be paid are those determined by the Secretary 
of Labor ‘‘to be the prevailing minimum wages for persons employed on similar 
work or in the particular or similar industries or groups of industries currently 
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operating in the locality in which the materials, supplies, articles, or equipment are 
t» be manufactured or furnished’’ under the contract. The contractor may not 
permit his employees engaged on the contract to work more than 8 hours per day 
or 40 hours per week unless he pays them time and one-half for overtime. No 
boy under 16, no girl under 18 vears of age, and no convict labor may be employed 
by the contractor in the performance of a covered contract. 

While these requirements of the act seem clear, during the period since it became 
effective, 1t has been converted into a statute having far different application than 
the language of the act indicates, or the enacting Congress intended. Among 
other things, the Department of Labor has construed the act as applying to con- 
tracts for commercial-type commodities “usually bought in the open market.” 
Further, the Department regards the act as applicable to subcontracts, and has 
frequently construed the term “‘locality’’, contained in the minimum wage section, 
as embracing the entire United States. These interpretations of the act conflict 
with its provisions and legislative history. Nevertheless, because of Supreme 
Court decisions holding bidders cannot challenge wage determinations and sus- 
taining contract clauses as binding, it appears that unless the Congress acts to 
correct them, they could seriously impair the Nation’s defense activities. 

Some of the impact on the defense program of failure to correct these inter- 
pretations and to permit judicial review of certain Department activities may be 
recognized from a brief reference to the effect of the act, as construed by the 
Department of Labor at this very moment. 

For many months the Department of Labor has been engaged in its postwar 
wage-determination program. Such postwar determinations have followed a 
pattern adopted earlier that “locality’’ can embrace the entire United States. 
It is tco well known to require comment that wage rates in industry and trade 
vary with the size of the community. When wage determinations are made on 
the basis that a locality covers the entire Nation, it is obvious that those segments 
of the industry adversely affected—generally the small and medium-sized com- 
panies in small and medium-sized communities—are thereby excluded from 
Government business because they are unable to meet the Government fixed 
minimum and still compete commercially with the larger and higher paying 
companies having mass-production facilities and mass-marketing advantages. 

This situation threatens to be greatly aggravated by new Walsh-Healey regula- 
tions recently proposed by the Secretary of Labor and published in the Federal 
Register on March 8, 1952, 17 F. R. 2069. 

Under these proposed regulations, every contractor accepting a Government 
supply contract having the capacity to exceed $10,000 would have to agree that 
he and his subcontractors would observe all labor standards of the act; that the 
prime contractor would obtain compliance by his secondary contractors; and 
that he would be responsible in monetary damages for any failure of compliance 
on their part. 

It is the view of the organizations I represent, that if these regulations are 
put into effect as contemplated, most subcontracting of Government contracts 
would have to be stopped because no company would have or could develop 
the facilities to police any substantial number of subcontractors as the regula- 
tions require. This would mean that vast numbers of small- and medium-sized 
companies would of necessity be excluded from defense business and that only 
the very large manufacturers could be expected to participate in it. The impact 
on the defense program of such a result could prove disastrous, 

Another result of the proposed regulations could be the elimination of all regular 
dealers from the Government contract market since they would be wholly unable 
to police their suppliers. This would result in many procurement delays, serious 
inconvenience to the Government, and further elimination of medium- and small- 
sized companies from participating in the defense program. 

The proposals made by Senator Fulbright seem designed to remove these 
obstructions to the defense effort. They would merely compel the Secretary of 
Labor to conform his conduct with the express declarations of the Congress at 
the time the law was passed and to provide court relief for aggrieved persons it 
event he does not do so. 


OPEN-MARKET PURCHASES 


The legislative debates on the Walsh-Healey Act show beyond question that 
Congress intended that its provisions could not and would not be 
Government contracts for standard type articles normally available to any pur- 
chaser in an over-the-counter-type transaction, or in the open market. At 
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numerous points in floor debates, Congressman Healey, the author of the bill a 
finally enacted, repeatedly stated that the act was neither designed nor intended 
for application to Government contracts for procurement of commodities of 
whatever type that are usually available in the open market. See in this co 
nection record of debates (80 Congressional Record 9993 and 10002), wherei: 
Mr. Healey declared that the act would not apply to contracts for commercia|- 
type articles, equipment or supplies, such as lumber, cotton goods, bolts, nail 
wires, and the like. 

Since the open-market proposal contained in the so-called Fulbright amend- 
ments would merely compel the Department to conform its conduct with th: 
express language of the act, and the clear intent of Congress, it is difficult to con- 
ceive of any valid objections to this proposal. Certainly, if we are to functio: 
under a government by law—as our Constitution contemplates, administrative 
agencies of Government should be compelled to conform their conduct with th. 
language and spirit of the laws they administer and enforce. 


“LOCALITY FOR WAGE DETERMINATIONS 


As mentioned earlier, the authority vested in the Secretary of Labor by the act 
to determine prevailing minimum wages is not unlimited. According to th 
act, he must determine minimum wages fora locality (obviously meaning a limited 
economic area) where plants having facilities to produce specially made items 
required by the Government are located. Nevertheless, an examination of wage 
determinations under the ag shows that the locality requirement has either been 
lisregarded or it has been interpreted to mean an area sufficiently large to embrace 
the entire United States. 

The legislative historv of the Walsh-Healey Act shows that Congress was co: 
vineed that the act’s minimum wage provisions would be aprlied in precisely t! 
same manner as comparable provisions contained in the Davis-Bacon Act. This 
latter statute requires the Secretary of Labor to determine prevailing wages for 
laborers and mechanics engaged on Fede ral construction projects. The wages so 
determined must represent those “‘prevailing for the corresponding classes 
laborers and mechanics e aiid don projects of a character similar to the cenatra: 
work in the city, town, village, or other civil subdivision of the State * * * i; 
which the work is to be performed * * *.”? (See statement of Congressma) 
Citron at 80 Congressional Record 10008, and remarks of Congressman Walter at 
80 Congressional Record 10004.) 

The statement of Congressman Walter, who was a member of the House J: 
diciary Committee which reported the Wals h-Healey bill is most pertinent to th 
matter here under consideration. It reads in part: 

“Mr. Watrer. * * * ITsav to you frankly that I would not have voted t 
report such a bill—a bill giving the Secretary authority to fix wages—but there i- 
nothing ia this measure that gives to anyone in any executive braach any authority, 
to fix wages. We have had no difficulty in determining what the prevailing rat: 
of wages are under the Bacon-Davis Act * * *. The problem is the sam: 
here. There is no reason why we cannot determine what the prevailing minimu: 
rate of wages is forany phase of work * * *’’ (80 Congressional Record 10004 

As in the case of the open-market amendment, it is most difficult to understar 
the validity of any objections to adoption of the locality amendment since it would 
merely restate in unmistakable language the intent of the Congress as to how 
the minimum wage provisions of the act were to be applied. 

We submit that the Department of Labor’s interpretations of the open market 
ind locality provisions of the act constitute assumptions of authority not author 
ized by the act. It is my considered judgment that if the Walsh-Healey A 
had not Been one dealing specifically with Government contracts, the courts 
would not have permitted these interpretations to stand. However, in view of 
the fact that the statute does apply to Government contracts, the Supreme Court 
has effectively barred bidders or contractors from having recourse to the courts t: 
test the validity of such interpretations. (See Perkins v. Lukens Steel Co., 310 
U.S. 113, wherein the Court declared that bidders had no access to the courts to 
challenge the Department’s concept of “locality’’; and United States v. Wunder- 
ich, 96 L. ed. adv. op. 67, wherein the Conrt ruled in effect that a contractor could 

ould not challenge a provision in a Government contract to which he had agreed). 
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APPLYING ADMINISTRATIVE PROCEDURE ACT TO CERTAIN FUNCTIONS UNDER 
WALSH-HEALEY ACT 


The third amendment proposed by Senator Fulbright would correct the grossly 
unfair situation created by the Supreme Court’s decision in the Lukens case. 
This amendment would merely apply the simple procedural safeguards of the 
Administrative Procedure Act to certain functions performed by the Secretary of 
Labor under the Walsh-Healey Act, and would permit the courts to perform their 
traditional function of reviewing his conduct for conformity with law. 

The need for such an amendment, it is submitted, is established beyond ques- 
tion by the actions of the Department of Labor in disregarding the mandates of 
the Congress in connection with the open market and locality provisions. The 
need is further emphasized by the new proposals of the Secretary of Labor to 
bring under the act most subcontractors and to compel prime contractors to 
agree to police their subcontractors for compliance with the act and to guarantee 
such compliance by assuming financial responsibility for any violations. 

To apply the Administrative Procedure Act to functions of the Department of 
Labor under the Walsh-Healey Act would mean only this: 

(a) That no wage determination, or no regulation of general application could 
be put into effect unless it was based upon a record made informal hearing con- 
ducted by an impartial person in an impartial manner; 

(6) That such determinations and regulations would have to be supported by 
and be in accord with reliable, probative, and substantial evidence on the whole 
record; 

(c) That interested persons would be afforded an opportunity to comment on 
preposed regulations or determinations before they were made effective; 

(d) That the determinations and regulations would have to be authorized by 
law and be within the jurisdiction delegated to the agency by statute; and 

(e) That the courts would be empowered to review the regulations or deter- 
minations and to set them aside if they did not conform with law or if they were 
not formulated in conformity with the minimum fairness rules of the Administra- 
tive Procedure Act. 

It is sincerely believed that application of these simple rules to Walsh-Healey 
Act proceedings would not prove burdensome for the Department, and that the 
mere application of such rules would tend to bring about regulations and deter- 
minations which would contorm with the language of the statute and the intent 
of the Congress as expressed by that language. 

In conelusion, I am authorized to state for the organizations I represent, that 
they believe passage of the Fulbright amendments would constitute a forward 
step in the right direction. They also believe, however, that the Congress should 
at some early date, make a full inquiry into the question of whether or not the 
Walsh-Healey Act is now necessary to carry out its policies respecting minimum 
labor standards. 


’ (The staff memorandum referred to on p. 2615, follows: ) 


DIFFERENCES IN TESTIMONY BEFORE SENATE COMMITTEE ON 
BANKING AND CURRENCY IN THE STEEL DISPUTE 


(Page references are to pt. 4 of the hearings 
PART 1] 
CLASSIFICATION OF QUESTIONS BY NUMBERS 


General, 1, 3, 6, 7, 9, 10, 11, 82,16, 17, 21, 23, 24, 25, 28, ‘ 
17, 51, 53, 55, 58, 59, 61, 63, 66, 69 
Prices, 13, 14, 15, 22, 27, 30, 43, 45, 54, 56 
Wages, 2, 4, 5, 18, 19, 20, 26, 33, 34, 35, 36, 37, 57, 62, 64, 65, 68 
Profits, 31, 32, 39, 48, 50, 52, 60, 67. 
Union shop, 8, 38, 70. 


DIFFERENCES IN TESTIMONY BEFORE SENATE COMMITTEE ON BANKING AND 
CURRENCY IN THE STEEL DISPUTE 


Key: G.—Government Key: C.—Companies 
U.—Union W.—C. E. Wilson 
Page references are to galley 
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1. Are public members of the Wage Stabilization Board biased for labor? 

C. Yes, 2228. 

U. No, 2145. 

G. No. 

W. Labor knew it could get more than 15 cents an hour raise from WSB, 2067. 
On union shop public members sympathized with labor, 2068. 


2. Could union figure cost per hour of increases it asked? 


C. Yes, 2228. 


U. No. 
8. Can’t bargain collectively unless Government gets out of picture? 
C. Yes, 2229. 


4. Could unions get facts from which to compute cost? 
C. Yes, 2463. 
U. No, 2110. 


5. How best look at wages to determine stabilization? 

G. Rate per hour, 2031. 

C. Average straight hourly earnings, 2243, 2267, 2268, 2269, 2271. Rate mean- 
ingless unless job is same, 2258, 2272. 


6. Did WSB violate its own regulations? 


G. No. 
U. No, 2116, 2130, 2136, 2161. 
C. Yes, 2240, 2270, 2271, 2262. 
It violated spirit by changing regulations, 2068. 


Are basic statistics of companies and OPS in agreement? 
Yes, 1984, 2016. 

Ran ees 

U. Yes, 2099. 


8. Does WSB have jurisdiction over union-shop issue? 

G. Yes, 2002. 

C. No, 2238. 

U. Yes, 2125, 2146, 
9. WSB had no right to approve the productivity factor in its recommendations 

W. Yes, 2064. 

G. (Feinsinger) It did, 1969. 
10° The philosophy of wage regulations was to let other industries catch up to steel. 

That was to be the maximum. 

W. Yes, 2064. 

G. No. (Feinsinger) Wilson misunderstood philosophy of act; it wasn’t 
wage freeze, 1995. 
11. Was there coordination of price- and wage-control policies? 

W. No. WSB broke through, 2064, while OPS held. 

G. Yes, 1965. 
12. Did ODM have control over WSB? 

W. No, 2963, 2064. 

G. (Putnam). No, 1963, but we conferred, 1946. 
13. Has Government offered steel companies $4.50 a ton price increase? 

W. I understand yes, 2066. 

G. No. We’ll give them only a Capehart formula increase of about $3 a ton, 
2003, cf. 2028. 
14. Why did’t the steel companies ask for a Capehart formula increase? 

W. They decided it better to wait until they found out what would happen 
over-all, 2066. 

G. (Putnam). They had a conscience, 2008. (Arnall) They were subject to a 
voluntary agreement, 2022. 

C. They didn’t want to lose bargaining power with Government, 2219. 
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15. Can there be a uniform increase in price ceiling under the Capehart amendment? 

W. No. Man-hours per ton vary, 2066. 

U. Regulation gives a percentage increase 2.6 percent, 2133. 

C. We were offered an across-the-board percentage, 2215. 

16. Did WSB break its own stabilization formula? 

W. Yes; by allowing cost-of-living and productivity increases after its first 
10-percent formula; thus giving steelworkers a chance to say they are merely 
catching up under the new formulas, 2068. 

G. (Feinsinger). No, 1967, 1968. 

U. No, 2129. 

17. Should WSB have handled fringe factors? 

W. No; they have been pending for years, 2068. 

G. Yes; is part of labor dispute, 1966. Companies haven’t objected except to 
Sunday pay at 14 times, 1966. 

18. Did Mr. Putnam change his mind on the desirability of a wage increase above 
13 cents per hour solely on the basis of the experience in his own company? 

W. Yes, 2070, 2083. 

G. (Putnam) No. I had other facts, too, 1963, 1965, 1971. 


19. Is a 26 cents wage settlement a fair one in these times? 
W. No, its too high, 2071. 
G. Yes (Putnam, Arnall, Feinsinger), 1966, 1971. 
C. No, we hoped for a 12% cents settlement, 2227. 


« » weet 
20. How much increase did steelworkers need to catch up on 
(See question 34.) 
W. 9 cents hour, 2074. 
G. (Feinsinger) 16 cents hour, 1968. 


21. Do escalator adjustments in wages inte rfere with stab 
10.) 
W. Yes, 2074. 
U. No, 2134 
22. Do companit s need $12 ton price increase to cover 
W. No, 2076. 
U. No, 2091, 2094. 
G. Yes, 2203, 2208, 2222, 2225. 


? 


NS If present WSB policie s continue should price and wage controls be continu 
in the law? 
W. No; 2076 unless ODM is in complete control, 2077, but on second thought 
we'd be worse off without any controls, 2078. 


24. Did Mr. Wilson know what WSB was going to recommend beofre it was made 
public? 
W. No, 2079 
Are tripartite boards best? 
Yes, if unbiased, 2081. 
C. No, 2227, 2237. 
G. Yes, 1963, 1964. 


> 


26. Is the WSB recommendation a catch-up or a break-throug! 
W. It’s a break-through of the originally set WSB regulations though now 
accords with new regulations, 2068. 
27. On a 15-cent wage increase, would a price increase of Capehart plus up to $2 
a ton be fair? 
C. Yes, 2221, 2222, for direct wages only, without fringe benefits. 
W. Too much, 2084. 
U. 12% cents would need slightly less than $3 ton price increase, 2133, ‘ 
28. Why did company-union negotiations break down? 
U. Because companies won’t absorb any cost increase out of profits, 2093. 
C. Because got no response to company requests for consideration of certain 
points, 2230. Union refused to clarify existing contract, 2237. 
G. (Feinsinger). There was no bargaining, 2292. 
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29. Does Defense Production Act hamper collective bargaining? 
U. Yes, 2093. 
C. Yes, 2205, 2227. 


3C. When steel wages were raised 16 cents an hour in December 1950, how much were 
steel prices raised? 
W. $5 ton, 2072. 
U. About $8 ton, though cost increase was only $3.50-$3.75 ton, 2095. 


> 


31. Has the Government the right to consider profits before taxes in setting price 
ceilings? 
Yes, 2099 


999- 


32. What is the appropriate measure of steel profits? 

U. Profit on invested capital, 2100. (Under this as volume increases, profit 
per unit and price per unit can decrease.) 

C. Profit per sales dollar, cf. 2100. 


33. Should WSB automatically consider increases in cost of living in adjusting 
wages? 
Yes, 2101. 


No (Stephens), 2251. 


Considering the increase in cost of living alone, how much would steel wages have 
to be raised? 

U. 13%-16 cents per hour, depending on base. Fifteen cents is what union 
talked with companies, 2108; that is, October 15, 1950, 16 cents; November 15, 
1950, 15 cents, 2101; December 1, 1950, 13.5 cents; January 15, 1951, 9 cents; 
October 1951, 6 cents, 2102. 

W. 6-9 cents per hour, 2074. 

C. 5.9 cents per hour in December; 7 cents per hour in April, 2215. Company 
argued should use adjusted Consumers Price Index, which would have been one- 
half to 1 cent less increase, 2102. Under 7 cents per hour on February 1952 
Consumers Price Index, 2239, 2266, 2269. 


35. During collective bargaining before going to WSB, did the companies offer the 
union any wage increase? 
U. No, 2105. 
C. No, 2214. But offered 9 cents per hour plus some fringe benefits April 3, 


2230; 12% cents per hour plus some fringe benefits April 7, 2230. 


36. How do you explain the WSB recommendation as a catch-up? 

U. Nine cents minimum cost-of-living increase, 4 to 5 cents productivity, 135, 
average for 1952 in direct wages is WSB recommendation; that is, 12% as of Jan. 1, 
1952; 245 July 1, 1952; 245 January 1, 1953, 2105, 2106. 


C. It isn’t on hourly earning basis, 2241; is 17 cents ahead on hourly rate, 
2251, 2258, 2261. 


37. Would the unions original wage increase demands on the companies cost 50 cents 
an hour? 
U. No, 2109. 
C. Yes; 55.85 cents per hour, 2111; tables ,2233; 54 cents per hour, 2218; 
60 cents per hour (U. S. Steel), 2236, 2463, 2469. 


38. Are steel companies opposed to union shop in principle? 

U. No, 2112, 2113. 

C. Yes, said Mr. Stephens personally, 2238, 2265, 2275, 2276, 2287, 2288. Yes, 
Admiral Moreell, 2220. 


39. What is the cost per hour of WSB’s recommendations? 

G. 26% cents per company figures, not including pension and social security 
payment increases, 1967, 1968. 

W. 30 cents to companies, 2082. 

C. 30 cents to companies, 2228. Cf. companies’ offer, 2291. 

U. Less than 26% cents because of overestimate of overtime cost, 2120. 


very | 
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40. Are cost-of-living wage increases inflationary? 
U. No, 2132. 
C. Yes, 2251. 


41. Would WSB’s recommendation result in a loss of taxes if no price increase is 
allowed? 
U. No, if they take Capehart increase, 2135. Yes, if they don’t, 2135 
C. Yes, $750 million, 2218. 
4Z. Can companies absorb 2644 cents increase with no price increase without h irting 
their profits too much? 
U. Yes, 2135. 
C. No, 2224, 2281, 2289. 
G. (Arnall) Yes, 2281. 


3. For every cent of wage increase, is there another cent of material and service cest 
increase to the companies? 
U. No, 2136. 
C. Yes, 2202, 2225, 2232, 2463. 
G. No, 2027. 
14. Did the union and the companies agree to submit all issues in dispute to WSK; 
U. Yes, 2144. 
C. Yes, but not to agree with WSB findings, 2219. 
Would a $12 ton increase in steel prices result in a cost of $300 per family? 
G. (Arnall) Yes, 1985. 
C. No, $24 a family 2158, 2282. Ridiculous, 2226, 2231. 
U. $242 family is too low, 2158. 


Would a public heartng on ctspute issues help clear the air? 
Yes, 2165. 
. No, 2289, 2290. 
G. (Arnall) O. K., 2044. (Feinsinger) No, 2044. 


What productivity increase occurs in steel? 

U. 4 percent, 2169; 35 percent, long term, 2170. 

C. 1.06 percent United States Steel, 2169; 24s-3 percent industry’s economist 
2170. 
48. What will the WSB package recommendation of 26 cents an hour cost the 

pantes? 

W. 30 cents, 2171. 

C. 30 cents, 2171, 2225. 

U. Less than 30 cents, 2171. 
49. Are steel industry profits low compared with other industries? 

C. Yes, 2178. 
50. Were 1946 to 1949 good base period years for the industry? 

C. No, 2217. 

G. (Arnall) Yes, cf. 2217. 
51. Would invoking the Taft-Hartley Act help settle the steel dispute? 

C, Yes, because workers can by secret ballot vote on last offer by companies 
2206, 2228, 2285. 

G. No, 1989. 

What was the cost of the' first union demands? 
C. 54 cents per hour, 2210. 


53. What is the purpose of the Johnston formula to control? 
C. Profits, 2216. 
G. Prices; indirectly it controls profits, 1986. 

54. If controls were removed would steel prices rise? 


C. For a short period, but eventually would fall if companies not subjected to 
very large wage and other costs—because controls prevent the free market from 
Operating and you get lower quality at the ceiling price, 2223. 
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55. How long a contract is preferable? 
U. One year, 2106. 
G. 18 months, 1968. 
C. Longer than 1 year, but not too long, 2227, 


56. Did companies ask OPS for a $12 ton increase in price ceiling? 
C. No, 2229. 

57. Will the steel industry be leading all industries in wages with the WSB increase? 
C. Yes, 2231. Gene 
U. No, cf. 2231. H: 

58. Will WSB recommendations cause inflation? barg: 
G. No, 1985, or only a little, 2029. 1; ne 
W. Yes, 2077, 2083. “ 
U. No, 2128, 2132, 2137. 7 


‘ , V 
s, 2297. 29 
C. Yes, 2227, 2240. Di 


59. Was cost of steel scrap held down by OPS? WSE 
C. No, 2224. 
G. Yes, ef. 2224. 
60. Can companies pay 15 cents wages without hurting their profit position? 
C. No, 2224. 
U, Yes, 2133, 2134; 26% cents wage increase would need another $1.50 ton 
absorption but increased productivity may match this. 
G. Yes, 12% cents wage increase needs under $3 ton price increase, cf. 1984, 1985 


61. Will wage increase in steel result in other wage increases, thus increasing cost: WS] 
to steel companies in addition to wagess? Is 

C. Yes, 2227, 2231, 2249, 2256, 2286, 2292. effec 
G. No, 2027, 2050, 2051. 2237 
U. No, 2128, 2131. D 

’. Yes, 2075, 2078, 2085. posit 

Is 


Did original union demands breach stabilization? 


Yes, 223 ia. 
bs 


Were bargaining only, 2117. 


Should WSB have dispute-setiling function? 
No, 22338. 
Yes, ef. 2125. 
Will auto workers wages exceed steel even after WSB st el wage incre ase? 
(Feinsinger) Yes, 1969, ef. 2257 
No, 2257. 
Yes, 2 Zade 
Were wage increases in 1951 in other industries designed to keep up with steel? 
Yes, 2261. 
Will industry continue to operate at 100 percent of capacity? 
(Arnall) Yes, is his assumption per Moreell, 2283. 
No, 2283. 
Was steel companies (Stephens) presentation of earnings data to Senate Labor 


Committee a lie? 


99¢ 
s yes 2100 
es, 22354, 
- \ 
68. Is Saturday and Sunday overtime a desirable factor? Dec 
(Feinsinger) Yes, per WSB regulations if is general in industry, 1967. 2088 
C. No, was to discourage overtime work in industries where not necessary. 
Is necessary in continuous industry like steel, 2285. 
U. Not all steel industry has to work 7 days week, 2103, 2111, 2115, 2120. 


a 


69. If WSB had no dispute-settling function, would collective bargaining settlement 
have been possible? 
Yes, chances better, union shop issue is a cause of doubt, though, 
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Did WSB public members want to return union shop issue to parties for collec- 
tive bargaining? 
G. (Feinsinger) Yes, 1991, 
C. Yes, but only with an opinion endorsing the union shop. That’s why in- 
dustry members wouldn’t agree to do so, 2292. 


Parr I] 


QUESTIONS, PAGE REFERENCES ON MAJOR ISSUES, STEEL W 


(rene ral 


Has the Defense Production Act interfered in any way 

bargaining? (Pp. 2093, 2126, 2130, 2205, 2206. 
WSB proceedings in any way retarded collective barga 
Pp. 1976, 2034, 2067, 2160, 2167, 2227, 2270, 2286 

Does the WSB recommend wage increase (26.5 cents) breal 

g wage stabilization policies? Pp. 2064, 2081, 2128-2135, 2271 

Did both the union and the steel companies agree to submit 
WSB? (Pp. 2144, 2235. 

Is it believed that greater progress toward reaching 
been accomplished under the Taft-Hartley law rather than t! 
Board? (Pp. 1976, 1988, 2083, 2206, 2227-2228, 2285. 

Was there proper coordination between the Office of 
Economie Stabilization Administration, Wage Stabilization 
Price Administration? (Pp. 1963, 2000-2002, 2063, 2079 

What changes in organizational set-up would effect closer coordina 
2073, 2078. 

Did the Director of Defense Mobilization make any recomm 
WSB before its wage decision? (Pp. 1995, 2034, 2064, 2070, 2075. 

Is it preferable that WSB operate as a tripartite board or woul 
effective if composed entirely of public members? Pp. 2081, 2145 
2237. 

Did the public members of WSB indicate more sympathy tow 
position with respect to the various issues? (Pp. 2078, 2088, 2145 
Is it practical to continue price and wage controls if the WSB 

comes effective? Pp. 2077-2084, 2130, 2240. 

Were the steel companies willing to negotiate prior to referr: 
the union? (Pp. 2105-2106, 2144, 2150, 2235-2237.) 

Can WSB function effectively in a dual capacity as 
policies and mediator between labor and management in 
2237-2238. 

Will the 26.5-cent package start competition among othe 
achieve the same increase with a spiral of increased wages? 
99907 


‘ 


re escalator clauses inflationary? (Pp. 2251-2257, 2298. 

OPS argued that if the industry were granted $12 per ton pri 
vould result in a general annual living cost increase amounting to : 
familv. The industrv claimed the figure would not be over $24. 

Pp. 1988, 2028-2029, 2050, 2158, 2226, 2304.) 


sage wsuUes 


1 the steel wage increase start a new round of wage increas 
stries in March 1946, April 1947, and July 1948? Pp. 2084, 2086, 2 
a 
16 cents granted steel workers in December 1950 
1 off? or a “catch-up” in wage increases? (Pp. 1968, 2103 
2312-2313. 
What other industries except those with escalators) incre: 
December 1950 and were theirs considered ‘‘catch-up’’? (Pp. 
2088, 2242-2264, 2278, 2302, 2312-2313. 
Was WSB Regulation No, 6 issued February 1951 (10 percent 
d regulation 8 issued August 1951 (living cost adjustmer ts pri 
). to permit ‘‘catch-ups”’ in other industries after the wage and price 
25, 1951? (Pp. 2064, 2086, 2103, 2108, 2239-2234, 2302 
Is steel industry justified in considering that auto workers were : 
n view of automotive’s escalator clause which the steel union passed 
ber 1950 and is not interested in having now? (Pp. 1969, 2107-2108 
2462 


lement 
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Is the industry correct in contending that WSB comparisons of wage movement; 
should have been made between industries and not individual companies? (I) 

2241, 2312-2313.) 

Is it fair for WSB to make its wage comparison between steel and other cor 
panies for the period “since December 1, 1950” instead of ‘‘November 30” a: 
not include steel’s 16-cents increase effective December 1, 1950? (Pp. 2312-231 
2242-2264.) 

Are steelworkers entitled to a “catch-up” adjustment and if so, how much? 
6, 7, 9, 18, 1334, 16, or 34 cents? (Pp. 1968-1969, 1995, 2068-2084, 2103-2105 that 
2215, 2239, 2371, 2388, 2393.) indu 

What base period is most equitable to both parties to use as a measure jn Ir 
determining the living-cost adjustment to January 15, 1952? October 15, 1950 rate 
(index used in December 1950) 16 cents; November 15, 1950 (index prior to 
December 1950) 15 cents; December 15, 1950 (index following December 1950 
13 cents; January 15, 1951 (basis WSB Regulations Nos. 6 and 8) 9 cents? (Pp 
1968-1969, 1972, 2101-2106.) 

How did the union determine that it was entitled to 34 cents ‘“‘cateh-up”’ under 
regulations 6 and 8? (P. 2240.) 

Was the union justified in insisting on the old consumer index (1935-29= 100 
percent) which provided a higher adjustment as compared to the new index 
(1947-40= 100 percent)? (Pp. 2102, 2106, 2269, 2392.) 

What is the most equitable measure of wage movements between industries 
wage rates, including straight-time wage rate, shift premiums and regular ince: 
tives or average hourly earnings which include all overtime worked including 
holidays and shifts in composition of workers in addition to the above? (Pp 
2241-2244, 2267-2272, 2461.) 

Providing the workers are entitled to an adjustment, how did WSB arrive at 
13% cents average increase for 1951 and 174% for 1952 rather than 9.13 or 16 cents 
determined by the living cost index? (Pp. 1969, 2106, 2270.) 

Were steelworkers entitled to a productivity increase adjustment and, if so 
how much? (4 percent, 244-3 percent, 1.58 percent). (Pp. 1969, 2106, 2165 
2166, 2169-2170, 2308, 2123.) 

Why did not WSB want to establish a productivity policy in the steel case? 

(Pp. 1969, 2251.) folle 

Industry figured the cost of the union’s original demand filed with WSB at r 
54 to 60 cents per hour. Was this a fair cost estimate? (Pp. 2109-2111, 2115 off 
2210-2211, 2469.) 

Were the unions in possession of the necessary facts to determine the cost of 
their demands to the companies? (Pp. 2130, 2228.) 

How did the industry determine the full costs of the union’s wage demands? 

(Pp. 2110, 2203, 2213-2215, 2233, 2298, 2300-2304, 2463-2471.) 

Did the Government and industry’s economists agree on the estimated costs of 
the wage increase to the companies? (Pp. 1984, 1994, 2016, 2099, 2210, 2303-2304 

What is the basis for the union’s claim that its wage demands were within the ame 
ability of the companies to pay? (Pp. 2099, 2133-2137, 2305, 2315, 2343.) 220: 

Would the steel companies have agreed to the WSB package if the union shop I 
had not been involved? (Pp. 2126-2127, 2222, 2274.) —_— 

Did the companies make a wage offer prior to April 3 (9 cents) and again o1 folla 
April 7 (12% percent) in New York on a 1-year contract basis? What was the 
estimated cost to the companies? (Pp. 2214, 2230, 2301.) 

Would the companies agree to WSB wage package if free to increase prices? 

(Pp. 222-223, 2093-2094.) 

Is there any reconciliation between the Government’s and labor’s positions 
that the 26.5 cents is a “catch-up” and the steel companies’ chart presentatio1 
that steelworkers would be out ahead of other industries with the WSB wag 
increase? (Pp. 1972, 2083, 2242, 2264, 2277-2280, 2302, 2312-2313.) 

Can WSB justify its contention in the face of the steel companies’ presentatio! 
that ‘there is not a single adjustment that we have recommended which puts 
steelworkers ahead of workers in other industries?”’ (Pp. 1966-1968, 2242—227') 

Does the Government and industry agree that the WSB wage increase will cost 
industry an average of $4.03 per ton in 1952 and $5.94 starting January 1953, 
or an average of $4.67 for the 18 months? (Pp. 1984, 1994, 2016, 2303-2304. 
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Fringe benefits 

Did WSB have the authority by law to recommend fringe benefits? (Pp. 1969— 
1970.) 

Is there a definite policy or WSB regulation dealing with fringe benefits and 
specifying the extent to which an industry may catch up with prevailing practices? 
(Pp. 1966-1967, 2149.) 

Is it a fact that the union’s fringe demands were actually ‘‘catch-ups’” and 
that not a single WSB recommendation placed steelworkers ahead of other 
industries? (Pp. 1966-1967, 2116, 2164, 2298-2299, 2372-2373.) 

In negotiating the 1947 contract did steelworkers elect to accept higher wage 
rates in lieu of fringe benefits? (Pp. 2279, 2298.) 

Did WSB reject or turn back for collective bargaining many of the fringe 
demands? (Pp. 2035, 2381-2385.) 

Is it true that had the companies and union come in jointly on an agreement 
that, under existing regulation No. 13, they would have been granted much more 
than WSB recommended on each individual fringe adjustment? (P. 1967.) 

Are the Government, union, and industry agreed on the estimated cost of the 
fringe benefits? (Pp. 1967-1968, 2040-2041, 2109-2111, 2115-2120, 2213-2214, 
2298, 2300, 2310, 2392, 2463-2471.) 

Has there been any serious objection on the part of the companies except on 
the Sunday premium pay? (Pp. 2213, 2300-2301, 2389-2390, 2392.) 

Price increases and profit issues 

The Government’s and labor’s positions have been that the steel companies 
could afford to absorb the cost of the wage increase. The industry’s position 
has been that any wage increase must be accompanied with some increase in 
prices. What do the facts indicate? (Pp. 1986-1987, 2091-2100, 2129, 2133- 
2137, 2180-2203, 2224, 2233, 2305-2308, 2315-2343.) 

Has it been the historical pattern of steel companies to increase prices when 
wage increases have been granted? (Pp. 1964-1965, 2018, 2072, 2092, 2095, 
2408-2412.) 

Has there been a corresponding increase in material costs to steel companies 
following each wage increase? (Pp. 2225, 2232-2233, 2309, 2095, 2329-2330). 

To what extent has the fact that the steel companies are alleged to have ‘“‘led 
off’’ the round of wage increases in the past accounted for any corresponding rise 
in material costs? (Pp. 2233, 2309, 2471.) 

What has been the time lag between past wage increases and any rise in material 
costs? (Pp. 2027, 2221-2222.) 

If it is correct that the steel wage increase is a “catch-up” is it fair to assume 
that material costs should hold fairly stable (under Government controls)? 
(Pp. 2226, 2408.) 

What is the relationship between the increase in steel prices and profits as 
compared to materials and employment costs since the war? (Pp. 2091, 2095, 
2203, 2308-2311, 2315-2342, 2471.) 

The steel industry challenges the OPS statement that the companies are not 
entitled to a price increase under the earnings standard. OPS submitted the 
following figures (pp. 1983-1985, 2202-2213, 2282, 2305-2307, 2413 


Profits per ton 


Before After 


taxes taxes 


} 
| 
| 


i947-49 (average) , ‘ 7 $11. 22 $6. 59 
1951__. “ . “ 20. 26 7.07 
1952 (basis $5 average wage cost plus $8 Capehart)___- 18. 26 6. 47 
1952 profits over 1947-49 average me “ 7. 04 —. 60 


Will the Capehart adjustment of under $3 per ton (2.6 percent) applied across 
the board cover the cost of the wage increase to individual companies for the year 
1952? (Pp. 1985, 2016, 2133, 2168, 2203, 2221, 2303.) 

What adjustment in addition to Capehart would be necessary after January 

1953 to offset the $5.94 per ton wage cost? (Pp. 2066, 2076, 2134, 2203, 2225 


aa’ 
’ ’ 


2463.) 
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Did the Government offer a $4.50 per ton price increase? (Pp. 1980-1993 
2066, 2410-2416.) 

Did the original union demands upon the steel industry last November have an 
influence upon the companies’ willingness in December to enter into an agreemen| 
with OPS not to increase prices without prior notice of such intention? (Pp 
2052, 2153-2154, 2156-2157.) 

Are the consumer price schedules published by individual companies practicall) 
the same regardless of the companies’ varying costs on many types of steel prod 
ucts? (P. 2156.) 

Does the fact that steel companies have not applied for adjustments under th: 
Capehart amendment indicate that their material and other allowable costs did 
not increase prior to July 26, 1951, even though there were ‘‘catch-ups”’ in wag: 
adjustments generally in other industries during early 1951? (Pp. 1980-1982 
2003, 2008, 2168.) 

Would the Capehart adjustment have tended to upset the current competitiv: 
price situation unless applied on an industry basis? Pp. 2156, 2168-2169. 

Labor has testified that increase in productivity (which they claim was not ir 
cluded in the package) should more than offset WSB wage increase over and abov« 
the Capehart adjustment. Is this correct? (Pp. 2018, 2135, 2169, 2308, 2411. 

What portion of the wage cost to industry will be absorbed by a corresponding 
tax reduction? (Pp. 1986, 2135, 2195, 2200-2201, 2218-2220, 2304. 

OPS argues that steel profits in 1951 were 80 percent better before taxes thar 
for the 1947-49 period, whereas the companies contend that the compariso: 
should be after taxes and on the basis of steel industry’s relative earning positior 
for two periods with that of other major industries (pp. 1980, 1985-1986, 2026 
2309-2311, 2409, 2414). 

Did the steel companies earn a higher or lower return on the invested capital 
in 1951 than that earned by other major industries? (Pp. 2014, 2180-2182 
2191, 2321, 2328, 2333, 2413.) 

The industry takes the positions that it is unfair to apply the earnings standard 
formula before taxes (that Federal taxes and accelerated amortization are a 
definite part of operating costs and should be included) ; the Government takes the 
opposite view. Which is right? (Pp. 2097-2098, 2189, 2200, 2217-2219, 2306, 
2414.) 

Industry representatives testified that high net profits must be maintained to 
meet the commitments undertaken by industry, totaling between 2 and 3 billions 
of companies’ funds (approximately 60 percent certified for accelerated amortiza 
tion) that have gone into plant and facilities expansion at the Government’s urgent 
request. Has proper consideration been given this factor in the present earning 
standard formula? (Pp. 2181, 2186, 2192-2204, 2312. 

Should net profit on sales or net profits on the invested capital be used as the 
best measure for determining the relative earning position of an industry? (Pp. 
2100, 2179, 2311, 2319-2343. 

\ssume that the $4.67 estimated wage cost per ton is correct for the 18-mont! 
period, is OPS’ and labor’s contention valid that steel profits are so high that the 
industry could absorb $13.10 per ton before being entitled to a price increase under 
the earnings standard? (Pp. 2012, 2019-2026, 2129, 2281, 2306, 2413.) 

Is there general agreement between the various parties that an average of 17 
man-hours per ton is required to produce a ton of finished steel in a nonintegrated 
mill and 20 man-hours in an integrated mill even though some types of steel may 
take upwards of 80-90 man-hours? (Pp. 2066, 2219, 2271, 2303, 2410 

Industry contends that the Government and labor’s profit and absorptio 
“ability”? are contingent on the steel industry maintaining operations at 100 
percent capacity to July 1953. Industry does not agree it will be possible to mai 
tain operations at 100 percent and therefore profits will be affected. Has proper 
consideration been given to this factor? (Pp. 2196, 2201, 2310, 2383 


secu 
succ 
ther 


Union shop issues 


WSB contends that title V, Settlement of Labor Disputes, under the Defense 
Production Act is the underlying authority for permitting that agency under 
Executive Order 10233, amending Executive Order 10161 to go into the question 
of labor disputes (pp. 1970-1977, 2036-2037). 

Has there been any question of jurisdiction on the part of NLRB where the 
union-shop issue is involved? (Pp. 1990-1992, 2036-2037.) 

Is it a fact that the union and the steel companies submitted data on the 
union-shop issue and the industry mainly questioned the widsom of the Board’s 
action rather than its jurisdiction? (Pp. 2022, 2126-2127, 2146, 2375-2381. 
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Definition of the union shop; the closed shop and the maintenance-of-member- 
shop shop (pp. 2037, 2352). 

Is it true that both the union and the steel industry are agreed that the union 
shop is an issue that should be settled by collective bargaining? (Pp. 1992, 
9035-2036, 2127-2146, 2228.) 

Should the union shop be considered a part of the over-all wage and fringe 
package and not an isolated issue to be negotiated by itself? Pp. 2034-2035, 
2126-2127, 2222.) 

Did either the union or the industry feel that the union-shop issue could be 
used for bargaining purposes? (Pp. 2036, 2112-2114, 2127, 2166, 2220, 227 


et ht ht maw ft 
we 
9975.) 


To what extent have the basic steel companies signed voluntary union-shop 
agreements for other groups such as coal and railroad workers? (Pp. 2163, 
2265, 2275-2276, 2354-2369.) 

Have the unions held elections in nearly all of the basic steel companies and 
did 80 percent of the people voting favor the union shop? (Pp. 2036, 2125, 
2276, 2356.) 

The industry members argue that the union has bargained for years without 
securing union shop and there is no reason to believe that they would have been 
successful this time if the weight of the Government had not been thrown behind 
them (Pp. 2375-2381, 2391; 2393, 2395). 


Senator FuLsricutr. We will recess until 2:30. 
(Whereupon, at 1:10 p. m., the hearing recessed to reconvene at 
:30 p. m.) 
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MONDAY, MAY 19, 1952 


Unirep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
, Washington, oo. 

The committee met, pursuant to call, at 10:50 a. m., room 301, 
Senate Office Building, Senator J. W. Fulbright presiding. 

Present: Senators Fulbright, Robertson, Sparkman, Frear, Douglas, 
Benton, Capehart, Ives, Schoeppel, and Dirksen. 

Senator FuLsrieut. The committee will be in order. I have a 
letter from the chairman of the committee which will be inserted in 
the record. 

(The letter referred to follows: ) 

UNITED STATES SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 


Vay 19. 195 ? 
Hon. J. W. FuLBriaur, 


United States Senate, Washington, D. 


DEAR SENATOR: Approximately a year ago I accepted an invitation to address 
the South Carolina Dental Association at Greenville, 8. C., and it 
reason that I am unable to be at the meeting today. 

I understand the first order of business is to be the motion by Senator Douglas 
to refer your amendments to the Labor Committee. It is my belief that the 
amendments apply principally to small businesses in rural areas and smaller com- 
munities and to corporations whose facilities are being assisted and pooled under 
the authority of the Small Defense Plants Administration. 

Since all of these matters are a part of the Defense Production Act, and since 
the amendments pertain to production, it is my opinion that the Banking and 
Currency Committee has equal jurisdiction with the Labor Committee. ], 
therefore, desire for you to east my vote to have the Banking and Currency 
Committee consider the amendments. 

With kindest personal regards, I am 

Sincerely yours, 


is for this 


Burnet R. MayBAnk, Chairman. 

Senator Futsricut. Is Mr. Carey in the room? | understand he is 
the first witness. 

Mr. Carry. Yes, sir. 

Senator FuLtpricutr. Come forward, please, Mr. Carey. 

It is my understanding that the CIO was allocate "d today to divide 
up. I mean one witness, two witnesses, or however many they 
wanted. Is that your understanding? 

Mr, Carry. Yes, sir. We will have here in addition to myself, 
James B. Carey, the secretary-treasurer of the CIO and the president 
of the International Union of the Electrical, Radio and Machine 
Workers, CIO; Solomon Barkin, director of research, Textile Workers 
Union of America; Nate Weinberg, director of research of the United 
Automobile Workers: Gladvs Dickason, vice president of the Amalga- 
mated Clothing Workers of America; Frank Grasso, secretary- 
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treasurer of the United Paper Workers; Andrew Pettus, Industria! 
Union of Marine and Shipbuilding Workers; representatives from the 
United Shoe Workers of America, Oil Workers, Chemical Workers, 
United Rubber Workers. 

Senator- Futsricur. How much time do you want for all th 
witnesses, Mr. Carey? 

Mr. Carny. If it pleases the committee, they can just go ahead in 
the time set aside by the committee in the order I gave. 

Senator Futpricur. You understood today was set aside just for 
you and tomorrow for the A. F. of L.? 

Mr. Carny. Yes, sir; we understood that. 

Senator Futsrieutr. So you know the limitation of the time. | 
just wondered how you were dividing it, how much time you were 
going to have for yourself and the others. It does not matter to the 
committee whether you would like to take the whole time or how you 
die ide it, but | would like you to keep that in mind. 

Mr. Carey. I think you will find, sir, we are pretty well organized 
and will divide it in our own way. 

Senator FuLsricur. All right, you may proceed. 


STATEMENT OF JAMES B. CAREY, SECRETARY-TREASURER, 
CONGRESS OF INDUSTRIAL ORGANIZATIONS 


Mr. Carry. Mr. Chairman and members of the committee, I am 

James B. Carey, the secretary-treasurer of the C1O, and my office is 
718 Jackson Place, Washington 6, D. C. 

I appreciate the opportunity afforded me to appear before this com- 
mittee today to comment on what we consider to be one of the most 
serious attacks on the structure of Federal labor legislation which has 
been made in recent years. I refer to the amendments proposed by 
Senator Fulbright which are in form amendments to the Defense 
Production Act—a piece of temporary, emergency legislation—but are 
in fact amendments to the Walsh- Healey Act, a piece of permanent 
legislation. 

Before I enter upon a discussion of the specific amendments I ask 
your indulgence to comment on a procedural matter. I have always 
thoroughly enjoyed the opportunities I have had to appear before this 
committee, as | know I will enjoy this occasion. Nevertheless, 
suggest, in all due deference, that the subject matter of these amend- 
ments should be discussed, not before this committee, but before the 
Senate Committee on Labor and Public Welfare. 

Senator Futsricur. Mr. Carey, for your information, we have 
voted that this committee does have jurisdiction. It might save 
some discussion, just to put that in the record. 

Senator Roperrson. Mr. Chairman, he makes only passing refer- 
ence to that and follows with the suggestion, if it is going to take 
jurisdiction, it ought to be on the same 8 months’ basis as the 
defense program. 

Mr. Carery. I point that out in the procedure. 

The Walsh-Healey Act is a measure relating to wages of labor, child 
labor, and the maintenance of certain standards of working conditions. 
Legislation of this nature clearly falls within the jurisdiction of the 
Senate Committee on Labor and Public Welfare. The Legislative 
Reorganization Act of 1946, which sets forth the jurisdiction of the 
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action to correct such a situation. On the contrary. however. it. is 
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various standing committees of the Senate, states that the Committee 
on Labor and Public Welfare shall have referred to it all proposed 
legislation relating to the following subjects: 

1. Measures relating to education, labor or public welfare generally * * ¥*, 
3. Wages and hours of labor * * *. 6. Child labor * * *, 8, Labor 
standards * * *., 

Certainly, there can be no doubt that legislation proposing to amend 
the Walsh-Healey Act does fall within the jurisdiction of the Senate 
Committee on Labor and Public Welfare. 

I understand, however, that it is claimed that this committee has 
jurisdiction of these amendments on the ground that they affect pro- 
duction and prices and are part of the stabilization program. In my 
opinion, the impact of the Walsh-Healey Act upon wage and price 
stabilization is extremely minor and remote, and the claim that it 
does have a serious impact on wage and price stabilization is a soph- 
istry and a subterfuge intended to prevent full consideration of the 
ee by the committee best qualified to examine it. Tf it were true 
that these amendments are being offered merely because of their 
dubken to price and wage stabilization they would specific ally provide 
for a termination date, which would be no later than that of the act 
itself. This committee has already determined, I am informed, that 
the Defense Production Act shall be extended for a period of only 
8 months from June 30, 1952. Such action was taken, no doubt, 
because this committee believes that there would be no need for wages 
and price controls, or for any of the other controls, provided for in the 
Defense Production Act, beyond the date selected by this committee. 
It should follow then aside from any question of the merits of the 
proposed amendments, that they also should expire at the same time 
if they are related to price and wage stabilization. But the amend- 
ments do not so provide. They are written as amendments to the 
Walsh-Healey Act which has no termination date and is, of course, 
a piece of permanent legislation. 

Let us examine this stabilization argument further. It is appar- 
ently contended that the Walsh-Healey Act, as now administered by 
the Secretary of Labor, is somehow in contravention of the Defense 
Production Act, and is unstabilizing. It should be emphasized that 
if there 1s any conflict between the two acts, which I do not concede, 
Congress deliberately provided that the Walsh-Healey Act, among 
others, should take precedence over the Defense Production Act. 
Section 401 (d) (2) provides: 

No wage, salary, or other compensation shall be stabilized at less than that 
paid during the period from May 24, 1950, to June 24, 1950, inclusive. No action 
shall be taken under authority of this title with respect to wages, salaries, or 
other compensation which is inconsistent with the provisions of the Fair Labor 
Standards Act of 1938, as amended, or the Labor-Management Relations Act, 
1947, or any other law of the United States, or of any State, the District of 
Columbia, or any Territory or possession of the United States. 


After more than 15 years of experience with the Walsh-Healey Act 
as interpreted by the Department of Labor, Congress was under no 
illusions and entertained no misconceptjons as to the particular matters 
to which Senator Fuibright’s amendments are directed. If there 
was any concern whatsoever that the continuance of such interpreta- 
tion and practice was in any manner an unstabilizing factor, it is not 
conceivable that Congress would not have taken the appropriate 
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action to correct such a situation. On the contrary, however, it is 
evident that when Congress provided that all prior laws should take 
precedence, it did not consider such laws unstabilizing. 

It has been urged that the action of the Secretary of Labor in 
determining prevailing minimum rates on a national basis is incon- 
sistent with the regulations of the Wage Stabilization Board. I sub- 
mit that this is an erroneous evaluation of the situation. As alread) 
indicated, it is incumbent upon the Wage Stabilization Board to take 
no action which is inconsistent with the provisions of the Walsh- 
Healey Act. Consequently, if there is any inconsistency, the burden 
should be on the Wage Stabilization Board rather than on the Secretary 
of Labor to justify such action. However, there is no inconsistency 
I understand that this charge rests primarily upon the provisions of 
General Wage Regulation No. 9 of the Wage Stabilization Board 
which sets forth criteria for establishing wage rates for new plants. 
This regulation provides, generally speaking, that rates for new plants 
shall not exceed the rates for the same or comparable jobs in the same 
local labor market area, or, if these are not available, in the most 
nearly comparable labor market area. It is argued that this regula 
tion is contrary to the practice of the Secretary in making determina- 
tions of prev: ailing minimum rates. 

In the first place it should be noted that regulation No. 9 is not 
limited to minimum rates. It encompasses all the rates established 
for a new plant. Secondly, it refers to the establishment of rates. 
The Secretary’s determinations do neither of these things. A Walsh- 
Healey determination merely finds a fact. That fact is the prevailing 
minimum rate. No one is required to increase his minimum rate be- 
cause of a eet determination. Such a determination merely 
binds the Government procurement agencies to require stipulations 
in purchase contracts to the effect that the contractor shall pay the 
minimum rate found by the Secretary to be the prevailing minimum 
rate. The manufacturer whose minimum is below the prevailing 
rate so found, and who does not desire to raise that rate temporarily 
during the period when he is performing a Government contract 
need not accept such contract. I shall examine other aspects of this 
problem below. Furthermore, determinations under the Walsh- 
Healey Act do not relate in any respect to rates above the minimum. 

It is evident then that regulation No. 9 simply does not purport 
to do the same things as the Walsh- Healey determination does, So 
far as I know, there is no evidence whatsoever that there is any 
situation in which the application of regulation No. 9 has in any way 
required the establishment of a rate lower than that found by. the 
Secretary to be the prevailing minimum for any given industry. 
Finally, even if such a case can be produced, it is clear from the terms 
of the law that the determination of the Secretary would take prece- 
dence over action of the Wage Stabilization Board because that is 
specifically what Congress intended. 

I should add at this point that the Wage Stabilization Board has 
issued many regulations, interpretations and decisions which permit 
wage increases on other than adocal labor market area basis. There 
are regulations for adjustments based on intraplant inequities, cost- 
of-living increases, tandems, ete. The Board has permitted, in a 
large number of cases, adjustments which are literally Nation-wide 
m scope. 
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It is also asserted that the determinations of the Secretary are 
unstabilizing because they raise wages. This is one of the most 
specious arguments directed against the Secretary. It should be 
noted first, that at least eight determinations were made by the 
Secretary between the end of the war and the time of the passage of 
the Defense Production Act which found the prevailing minimums to- 
be above 75 cents an hour. If Congress had considered these 
determinations to be wage-raising actions likely to have an infla- 
tionary effect which Congress dee med undesirable, it would ce rtainly 
have made some provision of the Defense Production Act to guard 
against such inflationary impact. As already pointed out, however, 
Congress specifically prov ided that no wage stabilization action should 
be inconsistent with the provisions of the Walsh-Healey Act, among 
others. 

Secondly, as has already been repeatedly pointed out, the Secretary 
does not raise anybody's wages when he makes a Walsh-Healey deter- 
mination. He makes only a finding of a prevailing minimum wage 
which contractors who desire Government business must pay. An 
extraordinary aspect of the current effort to destroy the Walsh-Healey 
Act is that, at least from the point of view of the CIO, = determina- 
tions of the Secretary have been so conservative, or to put it more 
bluntly so damnably low. I have attached to my ee table [, 
a chart showing the prevailing minimums found by the Secretary 
which exceed 75 cents, and showing also the average hourly earnings 
for the respective industries at the time the determinations were 
made and the estimated percentage of employees whose rates were 
below the minimum found to be prevailing. You will note that the 
prevailing minimums are in some instances more than 50 cents below 
the average hourly earnings, and that in all of the determinations less 
than 10 percent, and in six cases less than 5 percent of the employees 
in the entire industry involved were receiving less than the minimum 
rates found to be prevailing. In the light of these facts it is beyond 
comprehension why so hysterical an attack has been made upon this 
law. I need make no secret of the fact that the CIO has been critical 
of the low determinations made by the Secretary We believe that 
he has been unnecessarily, if not unreasonably, cautious in his opinion 
of what constitutes a prevailing minimum. 

[t is a gross distortion of the facts to say, as we understand it has 
been said, that the Walsh-Healey Act was not vigorously applied until 
after the Defense Production Act was adopted. As table I shows, 
there were eight industry determinations between April 1948 and 
June 1950 and only six industry determinations since the Defense 
Production Act was passed. We have also been very critical of the 
very few determinations that the Secretary has made. That does not 
mean, however, that we do not consider the preservation of this act 
unimpaired as highly important, because it must always be crystal- 
clear to all employers that the Government will not be a party to any 
efforts to spread sweatshop conditions or to depress wage rates. I 
shall discuss more fully below what I believe to be one of the prime 
sources of the drive to kill the Walsh-Healey Act. 

Before this committee takes action on these amendments, 1 am 
confident it will call for proofs that defense production has actually 
been impeded in any respect by the manner in which the Walsh- 
Healey Act has been administered. It is one thing to make theoretical 


has 
mit 
ere 
pst- 
na 
ide 





NELENCE DRANTITCTION ACT AMENDMENTS OF 1059 BBA 



























2664 DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


arguments and to postulate extreme examples showing the possibility swed 
of interference. I submit that if there are such cases the persons who Proc 
assert them should appear before this committee to give their proof. * 
It does not require great ingenuity to make unsubstantial claims powe 
That is one more reason why legislation of this kind proposed should prom 
not be pressured through this committee without the careful and ex- a 
haustive consideration which the Walsh-Healey Act received at the a 
time it was passing through Congress. The proposed amendments, Amel 
as I shall point out below, literally cut the heart out of the act an T 
nullify its purposes. If that is the desire of Congress, it should at ‘ 
least be effectuated in a direct and forthright fashion by regular pro- chall 
cedures rather than by the kangaroo fashion in which these amend- and i 
ments are now being rushed through. main 
The impression has perhaps been given that the total value of the inclu 
contracts placed by the Government under Walsh-Healey determina- ie 
tions is immense, and that the impact of these contracts under the of th 
allegedly “oppressive” determinations of the Secretary may vitally I 
affect our system of free enterprise. Let us examine this aspect of 
the matter. The committee is doubtless aware that the total number 
of determinations made by the Secretary under the Walsh-Healey 
Act since it was enacted is about 40. The great majority of these 
determinations were made before 1949, at which time the minimum 
under the Fair Labor Standards Act was raised to 75 cents. Most 
of the Secretary’s determinations were below 75 cents, and he has 
done nothing with them since except to bring them up to 75 cents. 
There have been only 14 determinations issued which found that the we 
prevailing minimum in ~ industries involved were over 75 cents an we 
hour. For the fiscal year 1951, the total value of all unclassified con- la 
tracts subject to the W alsh-He aley Act was $10.422.848.000. Of this ann 
amount $6,306,000,000 were placed in industries for which there were 
no determinations or at least no determinations have yet been made. 
Of the balance $2,836,572,000 worth of contracts were placed in the 
14 industries where the determinations are above 75 cents an hour. 
The balance, or $1,280,276,000, were placed in industries in which 
the determination did not exceed 75 cents. It obviously cannot be 
said that a vast segment of governmental business goes into the 
industries in which determinations over 75 cents have been made. 
Even more significant, however, is an analysis of the governmental 
purchases made in these 14 industries showing, on the whole, that 
only a very small percentage of the volume of goods shipped by those mant 
industries is manufactured under Walsh-Healey contracts. I have O 
prepared for the committee an appendix listing these 14 industries, abo 
the volume of goods shipped by those industries, and the volume of Ir 
goods manufactured in those industries under Walsh-Healey contracts. Hes 
[ think this information very definitely shows that it is a gross distor- mus 
tion of fact to claim that the Walsh-Healey Act as it is now adminis- inte! 
tered constitutes, in any respect whatsoever, a threat to the defense was 
effort. bidd 
To say that the American system of free enterprise is somehow sequ 
endangered by the Walsh- Healey Act as presently interpreted is to trv 
substitute hysteria for reason. It was not the intention of the sous 
Defense Production Act to turn the clock back on our economic peti 
development, and to enshrine once again cutthroat competition and gove 
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sweatshop exploitation. The declaration of policy of the Defense 
Production Act states in part that— 

* * * Jt is the intention of the Congress that the President shall use the 
powers. conferred by this Act to promote the national defense, by meeting, 
promptly and effectively, the requirements of military programs in support 
of our national security and foreign policy objectives, and by preventing undue 
strains and disclocations upon wages, prices, and production or dis — ion of 
materials for civilian use, within the framework, as far as practicable, of the 
American system of competitive enterprise. 

The act further states, in part, section 401: 

* * * Tt is the intent of Congress that the authority conferred by this title 
shall be exercised in accordance with the policies set forth in section 2 of this Act, 
and in particular with full consideration and emphasis, so far as practicable, on the 
maintenance and furtherance of the American system of competitive enterprise, 
including independent small-business enterprises, the maintenance and furtherance 
of a sound agricultural industry, the maintenance and furtherance of sound work- 
ing relations, including collective bargaining, and the maintenance and furtherance 
of the American way of life. * * * 

I cannot find in this language any expression by Congress of an 
intent to restore the conditions which the Walsh-Healey Act was 
intended to eliminate. As the debates and hearing held at that time 
showed, sweatshop operators in depressed areas throughout the coun- 
try were procuring Government contracts, whereas fair e mplovers 
could not meet this competition. One of the primary purposes of the 
act was to protect the country and ae fair employers against the 
migration of industry to depressed are: Can it be said that Congress 
thought that “the effective mobiliz: inn of national resources’”’ would 
be promoted and the “impairment of national unity and morale” 
would be prevented by restoring such evils or that ‘‘a reasonable 
balance of purchasing power and supply of consumer goods and 
services’’ would be maintained by such practices? I submit, gentle- 
men, that the manufacturer who makes his profit out of depressing 
wages is not a typical exponent of the “American way of life,” which 
Congress sought to preserve. Iam confident that the members of this 
committee agree with me at least on that point. 

Section 1 (b) of the Walsh-Healey Act now provides, in part, that 
contractors under the act shall pay 
not less than the minimum wages as determined by the Secretary of Labor to 
be the prevailing minimum wages for persons employed on similar work or in 
the particular or similar industries or groups of industries currently operating 
in the locality in which the materials, supplies, articles, or equipment are to be 
manufactured or furnished under said contract. 

One of the proposed amendments substitutes for the word “locality” 
above the phrase “city, town, village, or other civil subdivision.”’ 

In our opinion, this amendment would in itself nullify the Walsh- 
Healey Act. To appreciate the real impact of this proposal one 
must consider again the conditions which the Walsh-Healey Act was 
intended to eliminate. When the act was passed the Government 
was required by law to grant a contract to the lowest responsible 
bidder. Responsibility was judged only in financial terms. Con- 
sequently, sweatshop operators in depressed areas through the coun- 
try were procuring Government contracts, whereas employers who 
sought to pay what was then a decent w age could not meet the com- 
petition. A primary purpose of the act, therefore, was to withdraw 
governmental support from the most extreme situations arising out 
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of the migration of industry to depressed areas. A number of wit- 
nesses who appeared before the committee to give testimony on the 
bills that became the Walsh-Healey Act, emphasized the point thai 
manufacturers paying decent wages could not maintain their labor 
standards, which had taken years to build up, against the competition 
of those who had no concern whatever in maintaining any standards 
I call vour attention particularly to the statement of the representa- 
tive of the Amalgamated Clothing Workers of America in which he 
pointed out that the most successful bidders for Government con- 
tracts were firms that moved South or that contracted out thei 
work to southern plants (hearings before subcommittee of th 
Committee on the Judiciary, House of Representatives, 74th Cong 
2d sess., on H. R. 11554, pp. 266-270). 

Senator Walsh himself brought this to the attention of the Senat 
subcommittee in his testimony on the need for this legislation. Hi 
and the other representatives from Massachusetts were particular!) 
aware of this trend which dislocated the boot and shoe industry an 
caused extensive hardships. (Hearings before the Committee on the 
Judiciary of the House of Representatives, 74th Cong., Ist sess., 01 
S. 3055, pp. 160-170.) In light of these facts Congress decided 
insert the word “‘locality” to describe areas for which the Secretary 
of Labor should make the minimum wage determination. It could 
not have meant merely small municipal areas such as village, city, o 
town. Such a provision would only have perpetuated the very evils 
against which the legislation was directed. If the Secretary were 
required to set a wage for one small town where a run-away operator 
had located, the wage necessarily would be the sweatshop rate paid 
by that operator. The whole procedure of wage determination would 
not only be futile, but would actually encourage migration and giv: 
legislative sanction for the exploitation which existed before the 
adoption of the act. 

Had Congress intended the interpretation now claimed by the pro- 
ponents of this amendment, it could certainly have found the necessary 
language. As a matter of fact, Congress had before it other proposals 
substantially different from the one adopted, and even the same as 
the one now proposed. At one point the bills provided for a “fair and 
reasonable” wage to be set by the Secretary of Labor (S. 3055, 74th 
Cong., Ist sess., H. R. 11554, 74th Cong., 2d sess.). Strong objec- 
tions against this were expressed, and it was dec ided to borrow from 
the Davis-Bacon Act the standard based on a “prevailing wage. 
However, Congress carefully avoided carrying into the Walsh-Healey 
Act language of the Davis-Bacon Act which specifically provides that 
wages be determined on the basis of the “‘city, town, village, or other 
civil subdivision of the State in which the work is to be performed.” 
It is obvious that the lawmakers of that Congress could have copied 
the words out of the Davis-Bacon Act, just as the current proponents 
of the locality amendment have done, had that Congress intended such 
an interpretation of “locality.” 

As a matter of fact, I understand that supporters of the amendment 
claim that the Walsh-Healey Act should be applied in the same fashion 
as the Davis-Bacon Act despite the difference in language. Such 
arguments fail to appreciate the difference between construction con- 
tracts and Government supply contracts. In the case of construction, 
the Government must first determine where the construction is to take 
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place, and the kind of construction it wants, before it seeks to make 
a contract. The exact site of the work is known before the contract 
is awarded. Of necessity a given construction project is limited to a 
small specific site, a site which is usually smaller than almost any city, 
town, or village in the country. Contractors who desire to bid on the 
construction must come to the place where the construction is to be 
performed. Run-away operations are obviously impossible. 

The circumstances applicable to Government supply contract, 
however, are entirely different. The Government cannot know in 
advance where the contracts are to be performed. The Secretary of 
Labor would have to make wage determinations for every city, town, 
or village in the country that might have a factory in the industry in 
which the Government planned to place a contract. One result of 
such an amendment would be to require the expenditure of extravagant 
sums of public money and the establishment of a huge agency for law 
enforcement, if the provisions of the act were to be carried out. Asa 
practical matter, the result would be that the Secretary of Labor could 
not make such determinations and contracts would have to be awarded 
without them. The act would inevitably become a dead letter. 

Consider this, gentlemen: In the 16 vears that have elapsed since 
the passage of the Walsh-Healey Act, the Secretary of Labor has 
made only about 40 determinations. Most of these determinations 
found a single prevailing minimum wage for the country for the indus- 
try involved. Is,it hard to imagine how many determinations could 
be made, if, in order to lay the groundwork for a contract in a single 
industry, the Secretary would have to make individual determinations 
for hundreds of cities, towns, and villages? Is it not apparent what the 
consequences of adopting such an amendment are? If it is the desire 
of this committee and of Congress to destroy the Walsh-Healey Act, 
let it be done forthrightly and openly, so that the people of this coun- 
try will know what is being done and who is responsible for doing it. 
In common decency, it should not be done by indirection and subter- 
fuge. . 

Reliance is placed by proponents of the amendment on some 
language used during debate before passage of the Walsh-Healey 
Act in which reference was made to the “‘community” in which 
prevailing wages were paid (80 Congressional Record, pp. 9992, 10003, 
10004, 10008). It should be emphasized that those statements were 
not made by any Congressman having legislative charge of the bill 
and so are not very persuasive on a technical issue like this one. 
Further, it is quite clear from the context that the Congressmen 
were discussing the proposition, which we have already indicated, 
that the Secretary of Labor was to determine the “prevailing’’ wage 
and not to fix wages in the sense of setting them. If Congress had 
meant “community” in the Davis-Bacon sense it could, as I have 
said, have easily adopted the Davis-Bacon language just as it adopted 
the prevailing wage idea. 

Even if we assume that the legislative history prior to the adoption 
of the Walsh-Healey Act leaves the matter in some doubt, such 
doubt could not withstand the evidence of the history of the suc- 
ceeding years. Shortly after the passage of the act, the Secretary of 
Labor adopted a construction of locality which made it equivalent 
to the broad area of competition. In many cases, this meant a 
locality as extensive as the United States. This administrative con- 
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struction was noted by Justice Black of the United States Supreme 
Court in Perkins v. Lukens Steel (310 U.S. 113). In the course of 
his opinion Justice Black stated a principle which seems to us one of 
the most important reasons for rejecting the proposed amendment. 


He declared: 


It is, as both Congress and the courts have always recognized, essential to the 
even and expeditious function of Government that the administration of the pur- 


chasing machinery be unhampered 

There are additional considerations which should be borne in mind. 
The proposed locality amendment would permit a prime contractor 
to have goods manufactured by a secondary contractor in a community 
where subminimum wages prevail. Such “bid brokerage”’ is one of 
the evils which the Walsh-Healey Act was designed to eliminate. 
Under the present law the secondary contractor is usually subject to 
the same minimum wage as the prime contractor following the de- 
termination by the Secretary of Labor of the prevailing minimum 
wage in the industry. 

We hear complaints from the supporters of this amendment that 
small business is disciminated against by these determinations. As 
a matter of fact, however, the Secretary of Labor, pursuant to section 
6 of the act has issued regulations permiting small business pools or 
associations that have no manufacturing facilities themselves to bid 
on Government contracts, if the various members of the association 
collectively have the necessary facilities to qualify as a manufacturer 
or regular dealer. The association bids on the contract and then 
apportions it out among its members. Under the proposed amend- 
ment each individual member of the pool might be subject to a 
different minimum wage depending upon the location of his plant. 
This would obviously handicap these small business pools in bidding 
on Government contracts because there would be great difficulty in 
determining various cost factors in the contract, and there would be 
discrimination among the various members insofar as labor costs are 
concerned. 

Congress has had many opportunities to disapprove the action of 
the Secretary of on if it thought that his action did not have statu- 
tory authority. Year after year the Secretary of Labor has come 
before Congress for an appropriation for the administration of the 
Walsh-Healey Act. If Congress had considered that the Secretary 
had violated the law, it is not conceivable that it would have granted 
these appropriations without taking the necessary action to limit the 
Secretary's discretion. Since this was not done, in the face of a 
Supreme Court decision that there was no judicial method for making 
a direct attack on the Secretary’s determinations, it cannot now be 
argued with even a shred of plausibility, that the Secretary has not 
been carrying out the intent of Congress in his construction of the 
term “‘locality.”’ 

Of course, the proponents of this amendment do not rely entirely 
on technical or legal arguments. They make economic arguments as 
well, claiming, mind you, that present determinations of prevailing 
minimum wages disrupt the economy of the community, promote 
labor pirating, unduly increase operating costs, hinder the develop- 
ment of new industry in areas away from labor markets, prevent 
small business from accepting Government contracts because such 
determinations permanently raise their rates, and lastly, favor large 
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and efficient plants over small and less efficient ones. They are not 
my words. 

If the Walsh-Healey Act as presently administered really does these 
things, it is obviously a threat to the American economy. We say, 
however, that these economic arguments are threadbare and specious. 
We say there is no evidence to support them. If it is claimed that 
proof exists, we say that it should be produced before your committee 
so that it can be subjected to appropriate analysis. 

In our opinion, these economic arguments are nothing more than 
a front for the unrestrained greed of big business which sells in the 
national market, but wants to buy its labor in the cheapest market 
it can find. It is quite possible, of course, that an occasional small 
manufacturer may complain about the operation of the act. Whether 
such complaints are justified would, of course, have to be determined 
from the particular case, if any. We think, however, that these 
complaints do not provide the drive behind the proposed amendment. 
The drive comes really from big business. Furthermore, I think | 
can say with reasonable assurance that one of the most influential 
complaints behind this drive is Westinghouse Electric Corp. Let 
me cite to you what that corporation has done in this matter. 

Shortly before the current attack on the Walsh-Healey Act started, 
Ralph Stuart, vice president of the Westinghouse Electric Corp., 
wrote a letter to Members of Congress. This letter, from Bloom- 
field, N. J.—dated November 30, 1951—boldly attacked the ad- 
ministration of the Walsh-Healey Act and called on the Congress to 
aid the company in establishing a position of economic special privilege 
in the Southern States. | quote from the letter: 


ix x * 


it is absolutely essential 
wrote Mr. Stuart 


that for the time being, we have a very substantial differential in the wage rates 
in our southern and northern plants. 

The letter actually threatens southern Congressmen that the ex- 
pansion of Westinghouse in the South will be automatically curtailed, 
unless the company is permitted to establish a wage structure in its 
southern plants that is much lower than the wages paid to its northern 
workers. ‘The reason for Mr. Stuart’s threats—and at least one reason 
for the current move to scuttle the Walsh-Healey Act—can be seen 
in the location of Westinghouse’s new lamp plants—two in Alabama, 
two in Arkansas, one in Kentucky and one in West Virginia. 

The South has little to gain from the appearance in its midst of new 
industrial plants based on low-wage structures and special privilege. 
Southerners, as a whole, have a good deal to lose. The alliance 
between northern Big Business and small southern groups that act as 
its representatives promotes the development of a colonial South. 

This proposed amendment deals specifically with the suggestions 
made by Mr. Stuart in the Westinghouse letter of last November 30. 
Under its terms, each city, town, and hamlet could have its own 
separate and different minimum-wage standards for Government- 
contract work. Passage by the Congress of this amendment would 
give statutory support to Westinghouse’ request for substantially 
lower minimum labor standards in its southern lamp plants than in its 
northern plants. The Westinghouse plant in Little Rock, for example, 
could thereby continue to maintain a wage structure about 50 percent 
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below the wage structure in the company’s 
be used for Government-contract. work. 

Advocates of the proposed amendment claim that substantial wage 
differentials are needed in order to attract industry from built-up 
areas to undeveloped areas. Let us examine what these people mean 
by “substantial differentials.”’ 

Westinghouse has three lamp plants in New Jersey. The following 
are the minimum starting rates for unskilled workers in these plants 
Trenton, N. J., $1.25; Belleville, N. J., $1.27; Bloomfield, N. J., $1.27 

When Westinghouse started its plants at Bowling ( ireen and Rich- 
mond, Ky., and Little Rock, Ark., it sought permission from the 
Department of Labor to hire “learners’’ at rates less than the 75-cent 
minimum wage required by the Fair Labor Standards Act. Despite 
the fact that so-called learners have never previously been used in 
the lamp industry, Westinghouse insisted that they were necessary 
and obtained permission to establish the subminimum rates. The 
Labor Department permitted Westinghouse—an action which in our 
opinion was unjustifiably lax—to establish starting rates of 60 cents 
an hour with increases of 5 cents per hour every “4 weeks up to 75 
cents an hour at the end of 3 months. 

The substantial wage differentials, therefore, are truly substantial. 
Since Westinghouse no longer has learner’s permits for these plants, 
the difference is between a 75-cent minimum starting rate for unskilled 
workers in the southern plants and $1.25 and $1.27 for similar workers 
in the New Jersey plants, a difference of 50 cents an hour. 

Further examination of the meaning of substantial wage differential 
sheds additional light on what the proponents of the locality amend- 
ment really desire. Mr. Stuart pointed out in his letter that in the 
Little Rock plant in October 1951—after 3 years in operation—the 
average hourly earnings including night work and overtime bonuses 
were only $1.13 an hour. In the Richmond, Ky., plant in October 
1951—after almost. 2 years of operation—the average hourly earnings 
were $1.059. Compare this to the average hourly earnings in the 
Bloomfield and Belleville, N.J., plants of approximately $1.59. Thus, 
even after more than 2 vears of operation, the average hourly earnings 
were still 46 to 53 cents an hour below those of Westinghouse lamp 
plants in the north. 

Mr. Stuart stated in his letter that a period of 3 to 5 years may be 
necessary for the required training of southern workers for jobs in 
Westinghouse lamp plants. These jobs, it should be noted, are for the 
most part rather simple assembly and machine operations. 

Mr. Stuart’s argument is an insult to southerners. There is no 
basis for assuming ‘that it takes 3 to 5 years to train southern working 
men and women for jobs whose training is accomplished in a few 
weeks in the North. Repeated studies “have shown that southern 
industrial workers are no less efficient than their counterparts in the 
North. 

| want to emphasize here that it is not true what Westinghouse 
says about Dixie. Southerners can learn to perform most of the jobs 
required in a lamp plant within a very short time—no longer than the 
period required for northern workers, which happens to be 2 weeks 
for this operation. Economists have shown that productivity in 
southern plants is at least as high as in northern factories. 

These low-wage rates that big business is trying to put over on 
workers in the South and in many northern small towns have nothing 
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till to do with productivity or living costs. They simply reflect a desire 
to make windfall profits at the expense of the employees. 

Ag In general, productivity in southern plants is not lower than it is 
“up in northern plants. In many industries—such as the electrical 
ean industry and such as the textile and paper industries, for example, 
} productivity is generally higher in the southern plants than it is in 
ing the northern plants. This is largely due to the newness of the plants 
its and the operation of new mass produc tion machinery and techniques. 
27 TNEC Monograph No. 5 reports on a study of a cotton textile 
ich- company which had plants in the South as well as in the North—with 
the similar products and production techniques. The monograph notes 
ent that company officials attributed lower labor costs in the South 
pite “primarily to a greater efficiency of the employees in the southern mill, 
| in although the relative newness of the southern machinery may be 
ary partially responsible.”’ 
lhe Studies have shown that the recent trend toward the narrowing of 
our North-South wage differentials have not worked to the disadvantage 
‘nts of southern industry. In an article several years ago, Prof. Richard A. 
75 Lester, of Princeton University, pointed out that among 43 southern 
firm studies, improvements in efficiency through better management 
lal incentives and the introduction of labor-saving machinery were two 
nts, adjustments frequently mentioned as devices used to offset the impact 
led of narrowing regional wage differentials (art. in the American Econ- 
cers omic Review, vol. XXXVI, p. 63, entitled “Shortcomings of Marginal 
Analysis for Wage-Employment Problems’’). 

It has been claimed by proponents of the locality amendment that 
industry in the South must have special consideration and special 
wage differentials because the markets for the finished products are 
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the in the North. Let us examine this argument as it relates to W esting- 
ISS house products. A report of the United States Census Bureau shows 
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that out of $2.5 billion of sales of household electric appliances in 
1948, more than 21 percent, $536 million, was sold in 15 Southern 
the States. This amount was far greater than the sales in the middle 
1US, Atlantic or west north central regions and four times as large as in 
ngs New England. These 15 Southern States have 28 percent of the 
Np population of the country. It is apparent that they buy electrical 
products in quantities not far below the national per capita average. 
It is not unreasonable to suppose that if employees—such as those 
who work in the Little Rock Westinghouse plant—were better paid, 
they would be in a more favorable position to buy the products they 
help to manufacture. It is the economic policy advocated by the 
proponents of the locality amendment who promote the serious 
deterent to the economic development of the South through low wage 
rates, 

Just as regional city and town wage differentials bear no relationship 
to differences in productivity, they ‘also bear no rel: ationship to living 
costs. There is evidence that the lowest w ages are frequently found 
in communities with living costs that range among the highest. Simi- 
larly relatively low wage rates and relatively high productivity are 
often found in the same area—as indicated in studies of southern 
industries. 

Several years ago Lewis M. Colomon of the Bureau of Labor Statis- 
ties, Bureau of Wage Analysis, wrote: 

t+ * * 
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ing difference in wage rates disclosed by this study show but little rela- 
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tionship to differences in the retail price level in various central cities. Informa- 
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tion regarding differences in the cost of the same standard of living in the spring 
of 1943 is available for 21 of 26 cities * * * costsin Atlanta were about the 
om. as in Philadelphia. The lowest cost was only 14 percent below the highest 
(U. Department of Labor, Bureau of Labor Statistics, Intercity Variations in 
Wage Levels, August 1944, p. 243). 

Another authority on wage differentials, Professor Lester, found that 
North-South differentials were not justified on the basis of differences 
in living costs. He wrote: 

It is questionable, for example, whether living costs for the same standard of 
living are much lower in the South than in the North. Many products have uni- 
form national process; others increase in price with the distances from producing 
or marketing centers. Consequently, various cost-of-living studies have shown 
a comparable basis, living costs have averaged no more than 3 to 5 percent below 
such costs in the north and that it costs more to live in some southern cities than 
in some northern cities of comparable size. (Virginia Quarterly Review, Much 
Wages Differ North and South, Winter 1946, p. 24 ff.). 

The Bureau of Labor Statistics has prepared budgets for city 
workers’ families based on a minimum standard of decent living 
This BLS budget adjusted for price changes as of early 1952 for a 
four-person family shows that it costs about the same to live in 
Savannah, Ga., as it does in New York City. The cost of living in 
most other southern cities included in the BLS figures is substantially 
higher than it is in such northern cities as New York, Scranton, 
Indianapolis, or Cleveland. The city workers’ family budget for a 
4-person family costs more in Atlanta, Birmingham, Houston, Jack- 
sonville, Fla., Norfolk, and R'cbmond, than it does in New York 
City. Yet the advocates of the locality amendment insist that 
wages should be substantially lower in the South than in the North. 
They would have the Congress pass a law designed to perpetuate 
this condition of injustice. 

The latest Bureau of Labor Statistics figures on the earnings of 
production workers in manufacturing industries show that the aver- 
age industrial worker in Atlanta, Ga., earns $54.54 a week or $2,727 
for a 2,000-hour year, whereas the average industrial worker in New 
York City earns $65.35 a week or $3,267.50. 

Senator Carenart. Is that 65 or 75? 

Mr. Cargy. 65. 

Senator Capenart. It has 75 on mine. 

Mr. Carry. That is a typographical error. 

Yet the cost of the city family workers’ budget in Atlanta is $286 
more than it is in New York City. This discrepancy can be shown 
time and again by comparing wage rates and living costs for northern 
and southern cities. 

The average industrial worker in Little Rock, Ark., earns $44.33 
a week or $2,216.50 a year. This is one of the lowest wage areas in 
the country, and, although specific information on living costs in 
Little Rock is not available, it can be assumed that these livi ing costs 
are not too much different from what they are in northern cities. 

It is unnecessary here to emphasize the huge profits of big business 
even since the start of World War II. Firms such as Westinghouse 
which are building plants in the South do not need these substantial 
wage differentials in order to survive. 

Furthermore, a significant portion of the dollar cost of the new 
plants being built is subsidized by the Government through the 
accelerated amortization provision in the tax laws. Business is being 
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pring given special privileges as an incentive to industrial expansion. About 
it the two-fifths of the dollar value of facilities for which certificates of 
“an necessity for accelerated amortization have been granted have gone to 

ai the Southern States. Big business is taking advantage of the Govern- 
ment’s subsidy to expand in the South. 

In my opinion, the foregoing considerations— historical, legal, and 
economic—make the case for rejection of the locality amendment 
overwhelming. 
rdof & Open-market exemption: The proposed open-market exemption 
oa proposes that the Walsh-Healey Act shall not apply to purchases of 
eaten such materials, supplies, artic ‘les, or equipment of standard type and 
elo construction as are usually sold in the open market to purchasers 
than generally, regardless of the method of procurement used by the 
Much Government. We strongly object to this proposal. The section 

which this proposal amends provides for exemption of “purchases of 
city §& such materials, supplies, articles, or equipment as may usually be 
ving bought in the open market.”” The sponsors of the amendment clam 
lor a that the original provision was intended to exempt all purchases of 
ein items by the Government of articles of standard type available in the 
ig in open market by any purchaser. The interpretation which has been 
lally followed by the Secretary of Labor from the very outset is that the 
iton, exemption is limited to such items as may usually be none in the 
for a open market by the Government. This means that the Government 
lack- would be able to buy in the open market only those items which can 
York be bought without advertising for bids. 
that §f The sponsors of the amendment justify it on the basis that it is 
orth. intended merely to express the original legislative intent and repre- 
uate sents merely a clarification of that intent. There is, it is true, some 
ambiguous and conflicting language in the debates prior to the 
rs of passage of the Walsh-Healey Act. But even if there was any doubt 
iver- as to the meaning of this provision at the time of the passage of the 
2,427 act, the action of Congress since the date has fully confirmed the inter- 
New pretation which the Secretary of Labor has placed upon it. Within 
| year after the passage of the act, the chairman of the subcommittee 
of the Committee on Appropriations asked the Comptroller General 
for a decision as to whether the Secretary’s interpretation of the 
open-market exemption was correct. He replied, on March 24, 1937 
that he agreed with the Secretary’s position, and he declared that if 
$286 the exemption were construed broadly—that is, in the manner in 
10OWN which the sponsors of the current amendment claim it should be 
hern construed—it would practically nullify the other provisions of the act. 
The situation now is no different from the situation as it existed 
the time the Comptroller General sent his letter. 

Senator DovuGuas. In the supplemental statement submitted by 
the Secretary of Labor, at the end, he cites this opinion as the action 
of the Comptroller General under date March 24, 1937, signed by 
Mr. R. N. Elliott, and I wondered if you intended to make that part 

iness of your remarks? 
10use Mr. Carey. I would like to include that, the actual letter as part 
ntial of the remarks if there is no objection. 

Senator Doveitas. Mr. Chairman, I move that that be done. 

new There are certain passages in it which are interesting. 
| the (The letter referred to follows: ) 
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OPINION OF THE COMPTROLLER GENERAL act. 

in ie agri 

CoMpTROLLER GENERAL OF THE UNITED SrarTes, 4 

Washington, March 24, 1937. T 

Hon. Tuomas 8. Mc Mittan, 

Chairman, Subcommittee of the Committee on Appropriations, 
House of Representatives. 


whe 
usug 


mat 
My Dear Mr. CuarrMan: I have your letter of March 23 1937, as follows: in tl 


“The attached report on the bill making appropriations for the Departments are 
of State, Justice, Commerce, and Labor for the fiscal year 1938 indicates the subj 
necessity, in the mind of the Appropriations Subcommittee, of a ruling being cons 
made by your office ip connection with appropriations to carry out the terms of the 
the so-called Walsh-Healey Act passed by the last Congress. I refer you specific- foul 
allv to page 25 of the report, which clearly defines the problem. this 

“Inasmuch as your office must ultimately determine the question raised in whi 
connection with the legality of contracts entered into by the Government under bee 
the terms of the law, and that the decision so rendered in the matter of such 16 
contracts will essentially affect the amount of funds required to administer thy tion 
act, I deem it of the utmost importance that an immediate decision be had on and 
the following question: the 

“Does the exception in the Walsh-Healey Act contained in paragraph 43, tit) Gov 
41, United States Code affect only contracts for supplies, materials, ete., as may case 
be bought by the Government in the open market under the restrictions imposed of J 
by law upon such purchases by the Government or does it pertain to any pur- all: 
chases by the Government of supplies, materials, etc., which are ready and avail- mal 
able in the open market for purchase by anyone under established custom? bro: 

“May I bave your decision on this point at the earliest possible time?” of t 

The statement in the report (No. 433) referred to is as follows: be 

“By the terms of the Walsh-Healey Act purchases that may be made in the inte 
open market are exempted from the operation of the act. In construing this basi 
exception in the law the Solicitor of the Department of Labor has ruled that the law 
limitation runs to all commodities or materials for which the purchase contract ‘I 
must by law be negotiated as a result of competitive bidding. The effect of this ing 
decision is to give a narrow construction to the terms of the exception by limiting as ( 
the operation thereof to purchases that may be made by the Government under tior 
the terms of existing law in the open market, rather than extending the operation visi 
of the exception to purchases that may be bought by anyone under established Uni 
custom in the open market. If the latter construction had been placed upon the clas 
words of the act, the field in which the statute would operate would be considerably mo' 
narrowed. (It was testified that whereas between 3,500 and 4,000 contracts are the 
now covered by the act such a construction of the law would reduce the number tiol 
of contracts to be considered to about 500.) inte 

“Tt is the feeling of the committee that the legislative intent has not been to § 
properly defined in the construction that has been placed by the Solicitor of the onl 
Labor Department on that section of the law excepting goods purchasable in the . 
open market, and before any of the money appropriated in this act is expended a fur 
ruling of the Comptroller General should be had on this point.” pro 

The Walsh-Healey Act, approved June 30, 1936 (49 Stat. 2036), provides in 
part: 

“That in any contract made and entered into by any executive department, 
independent establishment, or other agency or instrumentality of the United 
States * * * for the manufacture or furnishing of materials, supplies, 
articles, and equipment, in anv amount exceeding $10,000, there shall be included the 
the following representations and stipulations: wa 


sey lav 


’ 


(a) That contractor is the manufacturer of or regular dealer in the materials 
“(b) Minimum-wage stipulation. z 
““(e) Maximum-hour stipulation. ter 
““(d) Minimum age of employees stipulation. clo 
“*(e) Safe and sanitary working conditions stipulation.” lat 

* * + ” * * . tio 
“Sec. 4. The Secretary of Labor is hereby authorized and directed to administer ral 
the provisions of this act * * * and to prescribe rules and regulations witn of 
respect thereto. * * * The Secretary of Labor shall bave authority from | 
time to time to make, amend, and rescind such rules and regulations as may be ; 
necessary to carry out the provisions of this act.’’ tin 
* * * * * * * wh 
Sec. 9. This act shall not apply to purchases of such materials, supplies pe 
articles or equipment as may usually be boughi in the open market; nor shall this 
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act apply to perishables, including dairy, livestock, and nursery products, or to 
agricultural or farm products processed for first sale by the original producers; 
+ * *.” [Italics supplied. ] 

The point raised in your Jetter and in the committee report—that is, as to 
whether the exception in section 9 of the act of such materials, etc., “as may 
usually be bought in the open market’’ comprehends all such particular classes of 
materials or equipment as are usually available for purchase by the general public 
in the open market, or is restricted to materials, etc., which Government agencies 
are authorized by law to purchase in the open market—has not been made the 
subject of any formal decision by this office. However, the point was carefully 
considered in connection with other questions presented here for decision involving 
the operation of the Walsh-Healey Act, and, in disposing of those matters, | 
found no proper basis upon which to disagree with the interpretation placcd on 
this provision in the opinion of the Solicitor of the Department of Labor, on 
which the regulations of the Secretary of Labor in this respect appear to have 
been based. See, for example, decisions of December 15 and December 16, 1936 

16 Comp. Gen. 583; id. 590), holding that the act applied and that the stipula- 
tions were required to be included in contracts in excess of $10,0C0 for automobiles 
and for tractors, both of which classes of articles are available for purchase by 
the public in the open market but which generally may not be procured by 
Government activities by open-market purchase. In the consideration of those 
cases there was not overlooked the fact that a similar provision in the S-hour law 
of June 19, 1912 (37 Stat. 137-138), had been consistently construed to exempt 
all articles and commodities which might be purchased by the publie in the open 
market. But, considering the cifference in purpose between the two acts and the 
broad powers conferred on the Secretary of Labor to administer the provisions 
of the present act and to make, amend, and rescind such regulations as might 
be necessary to carry out such provisions, together with the cogenecy of the 
interpretation oo which the regulations prescribed by the Secretary of Labor were 
based. I concluded that the administrative interpretation was not contrary to 
law. 

The Walsh-Healey Act applies only to contracts for the ‘‘manufacture or furnish- 
ing of materials, supplies, articles, and equipment”’; that is, to supply contracts 
as distinguished from construction contracts, and to give the open-market exemp- 
tion provision of section 9 the wide application adopted under the 8-hour law pro- 
vision would appear in practical effect to defeat the apparent purpose of the act. 
Under the construction of the 8-hour law provision there were exempted al- 
classes and characters of supplies eu twine and paper boxes to dynamos and loco] 
motives (30 Op. Atty. Gen. 24; id. 31; id. 49). To permit such exemptions under 
the present act, which relates only - supply contracts, would so restrict its opera- 
tion as practically to nullify its other provisions. Consequently, as between that 
interpretation and the one adopted by the Secretary of Labor, I felt compelle 
to accept the latter—the plain terms of the provision being such as to admit : 
only one or the other of those two interpretations. 

Accordingly, I have to advise that unless and until the matter be clarified by 
further legislation, | am constrained to concur in the interpretation p laced on the 
provision by the Department of Labor. 

Sincerely yours, 
R. N. Ex.iort, 
Acting Comptroller General of the United States. 


Mr. Carry. Certainly, if the Committee on Appropriations, and 
the Congress at that time, believed that the interpretation was un- 
warranted they would have taken the necessary action to clarify the 
law. ‘That Congress was, after all, in a much better position to de- 
termine the intent of the Congress that passed the law, certainly much 
closer to it, than a Congress seeking to determine that intent 15 years 
later. Year after year since then, C ongress has provided appropria- 
tions for the enforcement of the Walsh-He: uley Act w ithout ever again 
raising the question of the propriety of the Secretary’s interpretation 
of the open-market exemption. 

Congress has confirmed this interpretation in other ways since that 
time. It has, for example, enacted several war procurement statutes 
which authorized war agencies to negotiate war contracts and to dis- 
pense with the usual requirements of advertising for bids. Congress 
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specifically provided in these statutes that the contracts should not be 
exempted from the provisions of the Walsh-Healey Act “solely because 
of being entered into without advertising.” Certainly, Congress 
would not have deemed it necessary to prov ide that contracts author- 

ized by such legislation were to be subject to the Walsh-Healey Act if 
it had believed the contentions now being advanced by the sponsors 
of the amendment. Under those contentions, the question of whether 
contracts were advertised for bids would be wholly immaterial. The 
only significant question would be whether the goods produced were 
of standard type. It is clear, however, that Congress was not acting 
on this assumption but was clearly following the interpretation which 
the Secretary of Labor had placed on the open-market exemption. 

Furthermore, the internal evide ‘nce of the language of the Walsh- 
Healey Act supports the Secretary's interpretation. In section 9, the 
language exempting open-market purchases is immediately followed 
by an exemption for the purchases of perishables. The latter exemp- 
tion would be unnecessary and redundant if the open-market provision 
applied to all items that could ordinarily be purchased on the open 
market since, obviously perishables would be of that description. 

The coverage of the Walsh-Healey Act would be just about cut in 
half by this amendment. It is conservatively estimated that more 
than half of the unclassified contracts that were made in fiscal vear 
1951, that is, over $5 billion worth, would have been exempted under 
this amendment. Many of the industries for whose benefit the act 
was intended and which were subject to cutthroat competition, such 
as textile and clothing, would be among those most affected by this 
amendment. 

Senator DouGias. May I interrupt at this point? In the period 
of the thirties the Government was not purchasing anv large volume 
of so-called hard military goods, purchases were in the main soft 
goods of the type which the general public purchased in the open 
market, and therefore it is your contention that this indicates that 
Congress intended to have the act apply? 

Mr. Carry. Yes, sir. 

This exemption would not only eliminate the minimum wage 
requirements in such contracts, but also all other protections provided 
by the act, including protection against unsafe and insanitary condi- 
tions. This committee should particularly consider the fact that. 
while the Fair Labor Standards Act provides protection for some of 
these industries against child labor and uncompensated overtime, 
there is no other Federal protection against unsafe and insanitary 
working conditions. 

If we accept, as Congress apparently has for all these vears, the 
basic purposes of the Walsh-Healey Act, it could not now accept this 
amendment, because it would create very unfair discriminations. For 
example, if the Government should want sheets of a standard type it 
would be required to buy these on the open market. However, if the 
sheets that it desired were in any respect different from the standard, 
no matter how minutely, the Government would have to comply with 
the provisions of the W ‘alsh-Healey Act. Yet why should a manu- 
facturer, who is asked to provide sheets slightly different from stand- 
ard, be subject to contractual obligations substantially different from 
those of the manufacturer who produces the standard type? As a 
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matter of fact, in most if not all instances, any manufacturer would 
produce both types. 

A justification cited in support of this amendment is that at the 
time standard materials are produced for the general market, the 
manufacturer seldom knows that some small part may be sold to the 
Government. Consequently, it is argued that it is not possible for 
this type of business enterprise to accept Government orders unless it 
complies with the rulings of the Secretary of Labor on all items pro- 
duced. This argument is based on a misunderstanding of the law. 
The Walsh-Healey Act does not operate retroactively as to supplies 
already manufactured. The interpretations of the Secretary ade- 
quately protect such a manufacturer if he normally stockpiles his 
production and the stockpile is adequate to fulfill the demands of the 
Government contract. 

Enactment of this amendment would open the way once again for 
the operation of “bid brokers’? who maintain no factories or plants 
or regular establishments. Government contracts — again be 
used to subsidize substandard labor conditions and make it extremely 
difficult for established employers with reasonable labor practices to 
compete for Government contract. It is to meet this condition that 
Congress specifically requires, in section 1 (a) of the act, that the 
contract must be ‘‘a manufacturer of or a regular dealer in the mate- 
rials, supplies, articles, or equipment to be manufactured or used i 
the performance of the contracts.”” It should be obvious that regular 
dealers are those dealers who, to a large extent, handle standard-type 
articles. The proposed amendment, by eliminating from the cover- 
age of the act standard type articles, in effect largely nullifies an 
important part of the definition of the contractor who would be per- 
mitted to deal with the Government. 

It seems clear then, on the basis of (1) the purposes of the original 
act; (2) of interpretations concurred in after specific inquiry by a 
congressional committee; (3) of annual appropriations by Congress 
with knowledge of these interpretations, that it must be said that the 
interpretation of the Secretary of Labor on the open-market exemp- 
tion has been in accord with the intent of Congress. 

The third proposed amendment to the act proposes that all orders, 
determinations, rules, and formal interpretations of general applica- 
bilitv shall be made on the record after opportunity for a hearing. 
Appeals from any such order, determination, ruling, or interpretation 
may be taken by any person affected thereby, any manufacturer or 
regular dealer in the industry involved, or any employees of such 
manufacturer or regular dealer, or the unions of such employees. The 
stated justification for this amendment is that it protects against 
arbitrary or capricious action and will improve the administration of 
justice by providing fair administrative procedure “as stated in the 
title of the Administrative Procedure Act.”’ 

In our opinion, the proposed amendment is completely contrary 
to the structure and intent of the Administrative Procedure Act. It 
was not the intention of that act unduly to restrict the operations 
of the Government or cripple administrative functions. This amend- 
ment would put heavier shackles on the Secretary of Labor in his 
administration of the Walsh-Healey Act than have been placed on any 
other Government agency. 


96315—52—pt. 5 14 
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It must be noted, in the first place, that the requirements of th: 
Administrative Procedure Act are now followed insofar as they apply to 
findings, decisions and orders under section 5 of the act. Under that 
section the Secretary may bring an action for breach or violation of 
any representation or stipulation in a contract. Findings, decisions, 
and orders made pursuant to such an action are subject to court review 
Obviously, then, this amendment would make no change in the present 
procedure under section 5. 

Although section 4 of the Administrative Procedure Act specifically 
excludes public contracts from its requirements, the Secretary ot! 
Labor has, as a matter of policy, generally used hearings in connection 
with the issuance of prevailing minimum wage determinations and 
regulations under the act. Ample opportunity is given to all parties 
at various stages of the proceedings to present their viewpoints. It 
is true, of course, that there is no regular procedure provided by the 
Secretary for holding hearings on his determinations after he finally 
issues them. It cannot be said, however, that the failure to provide 
such a procedure is in any way improper. ‘This is strictly in accord 
with the long established constitutional principle, as pointed out by 
Justice Black in Perkins v. Luckens Steel, quoted above, that matters 
such as Government contracts are in the realm of the executive only. 
This was recognized in the Administrative Procedure Act, which re- 
ceived more than 6 years of legislative examination. The entire act 
is an integrated pattern. Congress therein specifically indicated its 
intent, without equivocation, that the making of Government. con- 
tract is exempted from procedural rule making requirements. Surely, 
the proponents of the amendment, who purport to be so concerned 
about legislative intent in the Walsh-Healey Act, ought not to ignore 
the legislative intent so explicitly stated in the Administrative Pro- 
cedure Act. 

I cannot escape the conclusion that this amendment also is intended 
not to protect anyone’s legitimate interests, but merely to add another 
obstacle in the way of effective administration of the Walsh-Heale Vv 
Act. The Secretary is called upon thousands of times every year to 
render interpretations under the act. If each of these interpretations 
has to be subjected to a hearing procedure and possible court appeal, 
it is obvious that administration of the act would collapse. Even 
more important, however, is that with billions of dollars in defense 
contracts outstanding which are covered by the Walsh-Healey Act, 
it is imperative that no needless technicalities be created to hamper 
their execution. Procurement agencies are constantly calling upon 
the Secretary of Labor for interpretations of the Walsh-Healey Act 
with respect to their contracts. To create endless opportunities for 
appeal would subject the completion of these contracts to endless delay 
and obstruction. Surely, the proponents of this amendment who 
profess, no doubt sincerely, a deep concern for defense production 
ought to consider the impact of this amendment in that connection. 

I have presumed greatly upon your time, gentlemen, and I am 
indeed appreciative of your courtesy. I felt obliged to present our 
view at considerable length only because we consider the projected 
mutilation of the Walsh-Healey Act as a matter of great public con- 
cern. On behalf of the CIO, I urge you to reject the proposed amend- 
ments to the Walsh-Healey Act in their entirety. 

(The tables submitted by Mr. Carey follow: ) 
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TaBLE I.—Comparison of postwar prevailing minimum wage determinations issued 
under the Walsh-Healey Public Contracts Act, and average hourly earnings by 
industry, with percentage of workers in these industries earning less than determined 
prevailing minimum wages 


Determination 





$$ ——_______— verage | Percent- 
Rate age of 
: : I vorkers 
Industry Date issued | deter- workers 
mined 


Aircraft manufacturing - | June 1950 $1.05 
Chemical and related products December 1950 
Industrial and refined basic chemical products 
branch: 
North 
South | 
Cleaning and polishing preparations, insecticides | 
and fungicides, and miscellaneous chemicals 
branch. 
Bone black, carbon black and lamp black branch 
Dental goods and equipment manufacturing - _- A pril 1950 
Durable goods branch 
Consumable goods branch 
Drugs, medicine, and toilet preparations. -- ; January 1952 
Drrg and medicine branch 
Toilet preparations and coemetics branch 
Iron and steel ; | July 1949 


North... 
Central 


South 


Men’s hat and cap: Cap and cloth hat branch_-......| October 1948- - 
Nonauxiliary workers do 
Auxiliary workers ; do 

Do January 1952 

Paint and varnish do 
North 
South 

Pressed and blown glass and glassware July 1949 

Small arms ammunition, explosives and related | March 1952 

products. 

Small arms ammunition branch 

Blasting caps branch 

Explosives branch fo beeews ce ot beeen 

Soap . | January 1950_- 

Surgical instruments and apparatus ; January 1952__ 

Textile Stakes ; .| October 1948 _. 

Uniform and clothing: 

Suit and coat branch Sa ..--| April 1948__. 
Nonauxiliary workers a pa ceiaetiaceanl 
Auxiliary workers é Soule aids |. 

Heavy outerwear branch a | November 1948 
Nonauxiliary workers. 

Auxiliary workers... a aoe i ? 

Wool trousers branch : November 1948 
Nonauxiliary workers --- 

Auxiliary workers : - rs 

Woolen and worsted_--...----- seaee call May 1949 


1.0 percent or less, 
? Not available, 
> Beginners $1, 
4 Not available (but probably between 5 and 10 percent). 
5 Not available (but probably less than 5 percent). 
§ — d to 75 cents, Jan. 25, 1950, the date of the new 75-cent statutory minimum under the Fair Labor 
Standards Act. 


Notr.—All determinations permit the employment of handicapped workers at lower rates under certifi- 
cates. In about half of the determinations, rates lower than those shown above are permitted for begin- 
ners, learners, and/or apprentices, reflecting genera! industry practices. The average hourly earnings figures 
are the nearest approximations available for about the time of the hearing. 
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TaBLe II.—Goods purchased by the Government (unclassified contracts) from in- 
dustries under postwar Walsh-Healey determinations, with volume purchased, 
total volume shipped by the industries, and estimated percentage of total produc- 
tron purchased by the Government for fiscal year 1951 


Estimated 
percentage 
purchased by 
Government 


Volume pur- Volume 
Industry chased by shipped by 
Government industries 


Aircraft manufacturing $1, 005, 000, 000 
Chemical and related products 24,742,000 5 § 000, 689 
Dental goods and equipment manufacturing 505, 000 70, 239. 000 
Drug, medicine, and toilet preparations 385, 000 1, 672, 827, 000 
Tron and steel 17, 200, 000 
Men’s hat and cap: Cap and cloth hat branch 5, 500, 000 37, 535. 000 
Paint and varnish . 000, 000 320, 220, 000 
Pressed and blown glass and glassware 5, 500, 000 581, 327, 000 
Small arms ammunition, explosives and related products 
Small arms ammunition branch 21, 250, 000 77, , 000 
Blasting camps branch 519, 000 
Explosives branch 5, 351, 000 
Soap 23, 000, 000 000 
Surgical instruments and apparatus \ 16, 653, 000 5 25, 000 
Textile, cotton and rayon 584, 860, 000 3, O17, . 000 
Uniform and clothing 
Suit and coat branch 74,311, 000 : 000 
Heavy outerwear branch 32. 000, 000 , 000 
Woolen and worsted 196, O00 % O00 


000 


Not available. 
2 Over 90 percent. 
3 Less than 1 percent. 


Senator Futsricur. Does the gentleman from Alabama have any 
questions? 

Senator SPARKMAN. None at this time. 

Senator Futsricur. The Senator from Indiana? 

Senator Capenarr. No. 

Senator Futsricutr. The Senator from Delaware? 

Senator Frear. No. 

Senator Futsricut. The Senator from Illinois? 

Senator Dovuatas. No. 

Senator Futsricur. Thank you very much. 

Senator Frear. I did have a question. Excuse me. 

Senator Futsricur. The Senator from Delaware. 

Senator Frear. Mr. Carey, back in your testimony you referred to 
pools that were established of small-business men in order to secure 
Government contracts. Am I correct in my interpretation there are 
such organizations? 

Mr. Carry. Yes. 

Senator Frear. About what percentage of Government contracts 
have been awarded to such pools? 

Mr. Carry. I do not know, sir. I am aware those pools operate in 
industry—I am more familiar with the electrical industry—but I do 
not know to what extent. 

Senator Frear. Fine. 

Mr. Carry. They are necessary, it seems, not only on these matters 
but also in pooling their know-how and engineering. They find it 
advantageous in doing that, expecially at a time when skilled labor 
and engineering demands are great. 

Senator Frear. Then would not vou know what percentage 
Government awards to contractors has been to small-business men 
subcontractors? 
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Mr. Carey. No, sir, | would not know in detail. We do have at 
the end of my statement, attached to the statement, two tables. 

Senator Frear. Yes, I noticed that. 

Mr. Carey. I might suggest that the percentage of workers on table 
No. 1, the fourth column, is new information I do not think has been 
xablishe ‘d before, and the same thing is true on the part of table No. 2. 

The existence of this law as administered today has had a good in- 
fluence in the stabilization of our economy in permitting an orderly 
expansion. | might suggest, sir, that the industry that has expanded 
most and the industry that is expanding most in the South today is 
the electrical, radio, and machine-manufacturing industry, and with 
the subsidies, or the assistance they get from the Federal Government 
through tax amortization and other things, there is a splendid cam- 
paign going on of industrializing the South without doing injury to the 
industry that operates in other parts of our country 

Senator Frear. Perhaps this question may not be germane, but 
are vou and the CLO oppose 1d to accelerated amortization? 

Mr. Carry. No, sir, we are not. The original intent of Congress 
was to have accelerated amortization given to employers for the 
operation of plants that would not have a normal peacetime use, that 
is, the plants that were constructed for war purposes only, and the 
plants would have to be amortized in a very short period of time, 4 or 
5 years. The idea of spreading that prince iple over to plants like lamp- 
produci ing plants or electrical plants in our opinion was not anticipated 
by Congress at the time that arrangement was made. 

Senator Frear. You do not object to the accelerated amortization 
but vou do have some question as to how it has been administered? 

Mr. Carry. Yes; | might suggest, sir, we are so much in favor of 
our expansion of capacity to produce, even at what we consider 
almost a blackmail price, we prefer the expansion rather than to 
eliminate the amortization? 

Senator Frear. Thank you. 

Senator CaPpenarr. Would vou favor a bill to permit all facilities 
of every nature, war and otherwise, to be amortized over 5 years, 
big and little? 

Mr. Carey. I do not think it would be necessary to do that, sir. 

Senator CaPpEHART. Do vou not think it would encourage produc- 
tion in America, and do you not think it would help the little fellow, 
and do you not think in the end the Government would get more 
money as a result of increased production? 

Mr. Onen¥. I speak now of- 

Senator CapreHarr. Let me say this: We have today 60 million 
people employed, and yet we find such a shortage of goods that 
prices are exceedingly high. We have a shortage of most everything 
in America. We have a shortage of hotels, a shortage of restaurants, 
a shortage of houses, a shortage of practically everything. Would 
not a 5-year amortization law promote the building and development 
of more business and more employment and the creation of more jobs, 
permitting the little fellow, primarily, to plow back his profits for 5 
vears until he could get established? Of course, after 5 years he 
would have no amortization and he would pay taxes on his income. 

Mr. Carey. Senator, if you change the rules in the middle of the 
game, for instance, the proposal of these amendments such as pro- 
posed by Senator Fulbright 
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Senator Carrnartr. I am not speaking in terms of this. I am 
speaking in terms of amortization. 

Mr. Carry. It would make a difference if you adopted amend- 
ments of this nature and destroyed the Walsh-Healey Act, and I am 
fearful that American labor would be so frightened by expansion 
that their work habits, which have made this Nation so great, would 
be changed entirely. 

Senator Capenart. Mr. Carey, I was not thinking in terms of the 
Fulbright amendment at all. I would not have asked the question, 
I do not think, had not Senator Frear from Delaware asked it. 

I have introduced, on two or three occasions, and I am going to 
keep trying to do it as long as I am in Congress, a bill to get a per- 
manent law permitting the amortization for tax purposes of all facilities, 
both big and little, on the particular grounds, as I said, that it will 
help the little fellow in view of high taxes to plow back his profits, to 
give us more hotels and more factories and more facilities, give us 
more production and more employment. . 

Now, of course, under my plan you would treat everybody alike. 
A man could elect to amortize in 5 years or elect to amortize in 20 
years or 40 years, but once he elected 5 years or 10 or 20 or 30 or 40, 
he would have to stick to that. 

Mr. Carry. With proper safeguards to prevent the misuse of it——— 

Senator Cappuart. Yes, we certainly would not want it to be 
misused. 

Mr. Carry. No, we have a situation where plants are bought at 
very attractive prices, one-third of what it cost the Federal Govern- 
ment to build a plant, such as this Westinghouse plant— 

Senator CapeHnART. I agree with you there would have to be certain 
rules and regulations, but I just wondered what you thought about it 
as a means of increasing production and giving us more facilities, 
because we seem to have today what we wanted, and that was 60 
million people employed, and we are getting high prices as a result of it. 
The thing that makes people happy ‘and what we want is full employ- 
ment. But if you are going to have as a result of full employment 
prohibitive prices, then you have not accomplished much. The thing 
we want in this country is full employment, but production to the 
point where prices are such that you do not get into this terrific 
inflation which wipes out the buying power of everybody, and par- 
ticularly wipes out their savings in insurance policies and homes and 
every other conceivable way in which people save. 

Mr. Carry. Senator, as you know, we have favored the expansion 
of American industry. 

Senator CaApEHART. Yes. 

Mr. Carry. We believe it ought to have a better balance that would 
encourage that expansion. We would favor the expansion of the steel 
industry. We are getting some expansion now. We are getting 
expansion in other industries. We are getting more work opportunity 
than we have had before, which is a good thing. 

Senator CAPEHART. Yes. 

Mr. Carey. And we would certainly support in principle a cam- 
paign to expand that. 

Senator, I might say it is better it comes from you than from me, 
because it might be characterized as socialism. But I favor it. I 
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think it is an aggressive free enterprise system for the Government 
to encourage through its methods of finance. 

Senator CAPEHART. You see, taxes are getting exceedingly high, 
and they are going to be high for some time. You take from the 
little fellow exceedingly high taxes on his earnings and he does not 
have any money left to plow back into the development of his business. 
| think under the exceedingly high taxes we have today, and will have 
for some time, that accelerated amortization possibly would be a good 
thing, because it would encourage production. You see, if you get a 
monopoly or there is a shortage of hotels and restaurants, or a shortage 
of anything in a town, that has a tendency to push prices up. So the 
more hotels and the more restaurants and grocery stores and the more 
factories we have, the more production we will have, and the lower 
the price will be on the services. 

Thank you. 

Senator Frear. May I ask a question of the gentleman from 
Indiana? 

Senator Futsrieut. Mr. Carey, what is the list of those witnesses 
again? 

Mr. Carey. The next one will be Sol Barkin of the Textile Workers 
Union, CLO. 

Senator Futsrieutr. I thought I would say the Senate is in session, 
but I will try to run until 12:30 in case we do not have a quorum call, 
and then recess until 2:30 and go to 4:30. 

Mr. Carry. Mr. Barkin wants to start next. 

Senator Futsriaeur. All right. 

Senator Frear. There is one question I wanted to ask the Senator 
from Indiana. Did I understand he had at some time during his 
service here introduced legislation along that line? 

Senator CaprHarr. Yes. 

Senator Frear. When? I am interested. 

Senator CapEHART. It has been before the Finance Committee. 
I have done it on at least two occasions, I think three, back in 1947 
and 1948. 

Senator Futsricur. I suggest you all could discuss that at luncheon 
and we could go on. 

Senator Frear. All right. 

Senator Futsriext. Mr. Barkin, give your name to the reporter. 


STATEMENT OF SOLOMON BARKIN, DIRECTOR OF RESEARCH, 
TEXTILE WORKERS UNION OF AMERICA, CIO 


Mr. Barkin. My name is Solomon Barkin, and I am director of 
research of the Textile Workers Union of America, CIO. 

| should like to present to you a short statement which seeks to 
avoid duplication in the presentation of the arguments and considera- 
tions which have moved the respective unions within the CIO to take 
very strong exception to the amendments which you have under con- 
sideration today. 

In considering any basic changes such as have been proposed for 
the Walsh-Healey Government Contracts Act through the addition 
of amendments to the Defense Production Act, it is crucial to remem- 
ber that the Walsh-Healey Act has been in effect some 16 years. It 
Was operative before World War II, when large-scale Government 
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purchases were made of civilian goods; during World War IT when 
billions of dollars of civilian and military goods were purchased, and 
since the conclusion of the latter war and through the current mobili- 
zation period. It is probable that more than $200 billion worth of 
Government purchases have been made from contractors observing 
the terms of the act. Every substantive and procedural change in 
the act must be evaluated against this record of outstandingly success- 
ful operation of the act. The proposed amendments are seeking to 
modify and in fact radically alter a system of labor legislation which 
has been constructive and has contributed to our effective production 
system. 

Impetuous action which would result in the modification of the 
present law in the direction proposed by the three amendments 
will destroy the critical and basic sections of the law and precipitate 
an era of unconscionable wage cutting which would depress labo: 
standards and add further causes to industrial strife. Essential mili- 
tary production will be impeded and harmonious relations between 
labor and management in this country will be undermined. 

And from my experience in the textile industry, which is one 
vitally affected by the wage provisions which would be effected 
these amendment, I assure you that would be the result. 

Are the benefits of the proposed amendments of such magnitude to 
justify our paying this price? We see no benefits and only damage 
done by the proposed amendments. 

The first proposal is that the present procedure for determining 
prevailing minimum wages should be replaced by one by which dif- 
ferent rates are set for each “city, town, village, or civil subdivisions 
in which the materials, supplies, articles, or equipment are to be 
manufactured or furnished.” 

It has been my experience, as | have worked through these many 
years in the operation of the Walsh-Healey Act as it affects the textile 
industry, that the Secretary of Labor sets these minimum wages 
after thorough investigation of the rates and earnings in a given 
industry. He finds the prevailing minimum wage for the specific 
industry or products covered by the definition. 

As a matter of fact, having participated personally in these hear- 
ings before the various seetions of the textile industry, I can assure 
you that the data before the Secretary are voluminous and_thor- 
oughly presented, argued, discussed, and cross-examined by _ the 
parties at interest, both employers and unions, as well as by the 
Government representatives. 

It is important to note that this act is unlike the Fair Labor Stand- 
ards Act, in that the Secretary’s order relates to a specific product or 
group of produc ts. In the textile industry there are two orders, one 
relating to the general textiles, and the other to woolen and worsted. 
Then there are other apparel produce ts whic . sometimes overlap, and 
the line of demarkation is not sharp and clea 

The minimum found to be prevailing for that product is not appli- 

cable to any other product. The minimum is the one already pre- 
vailing within that industry and will necessarily differ from that 
prevailing in other industries and for other products. 

In the cotton and rayon, the basic textile industry, we have a mini- 
mum wage of 87 cents at the present time. In support of that par- 
ticular determination our union listed the minimum wage existing in 
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hundreds and hundreds of textile companies and they were offered 
in the hearing. The same thing was done in the woolen and worsted 
industry: Hundreds and hundreds of individual « ‘ompanies were listed 
by name and their minimum wage was presented. 

Senator Futsricur. Mr. Barkin? 

Mr. Barkin. Yes. 

Senator Futsricut. Do you have any hearings under way in the 
worsted industry? 

Mr. Barkin. Correct. We had a hearing last week in which our 
union petitioned the Secretary of Labor to revise the current minimum 
wage in the woolen and worsted industry of $1.05 an hour to $1.265 
per hour. 

Senator Futsricut. Did you ask for anything in addition thereto? 

Mr. Barkin. Yes, sir; we asked for the acceptance of the escalator 
provisions which are prevalent in the industry, as well as three mini- 
mum fringe benefits. 

Senator FuLtpricgutr. What are the fringe benefits? 

Mr. Barkin. Six holidays with pay; 4 and 7 cents second- and third- 
shift differenti: ul; and vacation pay for 2, 3 and 4 percent for 1 year’s 
service; 3 years’ service, and after 5 years’ service, respectively. 

Senator Futsricur. What was the nature of the escalator clause? 

Mr. Barkin. The escalator clause is 1 cent for each 1.18-point rise 
in the old BLS Consumer Index since February 1952, which is the 
date in which the escalator begins in the industry. Those provisions 
were approved by the Wage Stabilization Board. 

Senator Futsrienr. Is there any precedent under the Walsh- 
Healey Act for the awarding of fringe benefits or escalator clauses? 

Mr. Barkin. There has been no previous determination including 
such fringe benefits or such other forms of compensation. 

Senator FuLsricut. They are authorized under the Walsh- 
Healey Act? 

Mr. Barkin. We believe so, sir, and we submitted evidence to 
that effect to the hearing officer for transmittal and determination by 
the Secretary of Labor. 

Senator Futsricur. All right. 

Mr. Barkin. That hearing is illustrative of the kinds and volumi- 
nous and thorough investigations which have been made, because we 
presented well over 400 names of individual companies, identifying 
them and indicating the minimum wage and the terms of employment 
in that particular company. 

I cannot reiterate and emphasize strongly enough—personally my 
experience with this legislation of this type dates back to 1933 since 
I was associated with the NRA and followed this legislation, various 
wage legislation, to this day—that the Walsh-Healey Act, the Public 
Contracts Act stems out of conditions which necessitated legislation 
to prevent a collapse of wage standards in this country. We in the 
consumer soft-goods industries need such protection at the present 
time. We are finding a repetition of the conditions which prevailed 
at that time. 

[ am impressed with the necessity of reiterating that, because back 
in 1948 D. C. Murchison, who was then president of the Cotton 
Textile Institute, testified in connection with hearings on Walsh- 
Healey determination in the textile industry, and he said at that time 
that there would be sense in having a Walsh-Healey determination in 
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1948 if there was a collapse in wage standards and conditions. But 
we, unfortunately, now have in the textile and apparel and other soft- 
goods industries such a low level of employment that there are con- 
stant evidences of softening of the wage scale in plants which are 
seeking to take advantage of workers in their periods of distress. 

Senator FuLtpricur. Just a moment, Mr. Barkin. 

Mr. Barkin. Yes. 

Senator Fu.pricur. Do you think raising wages when there is 
unemployment helps employ ment? 

Mr. Barkin. Yes, sir. What we now have in the textile and othe: 
soft consumer-goods industries is as follows: The industry, fortunately 
enough, is now about stabilized. We think that price dropping has 
about leveled off. There is evidence of a recurrence of buying. An) 
act at the present time which throws further confusion into the mar- 
ket and makes people fear or suspect there will be any further price 
cutting by reason of wage cuts would further demoralize the industry 
and tend to precipitate even further depression in our consume: 
goods industry. Demoralization now would be the worst thing that 
we could possibly experience. 

Senator Futsriexr. Do you think the Walsh-Healey Act ought to 
be extended to all subcontractors? 

Mr. Barxrn. Yes, sir. I would like to say this: We think, in 
effect, it is now extended to subcontractors. The interpretations 
which the Secretary of Labor has now issued for preliminary considera- 
tion, those do not radically change the practice, they only make it 
clearer as to what the Secretary in previous interpretations made 
evident. 

I would like to call attention to another fact which has been fre- 
quently overlooked when the generalities in this problem are dis- 
cussed. It is often said that free competition and the competitive 
society are at stake. Now that has superficial attractiveness, but the 
fact of the matter is that our economy is now laden with very man\ 
other forms of protection to specific groups, designed to prevent 
merciless price cutting and eompetition of the kind which would be 
destructive. 

It is true in agriculture. At the present time in agriculture we have 
parity prices and we have protected floors for each individual 
product—that is, may I say, for a whole series of products. Not only 
that, but agricultural price floor is a guaranty to a producer despite 
the variations in operating costs, conditions of production in areas or 
among the producers in any given area. 

In the agricultural field, im which I have considerable contact. in 
cotton, we know that the differences in cost of production between 
the low-cost producer and the high-cost producer is well over a 
hundred percent. Despite that, we have a national parity floor and 
we have a national floor below that which the Government guarantees 

Senator Futsricur. Do you not in the Fair Labor Standards Ac' 
have a similar floor? 

Mr. Barkin. Yes, but the Fair Labor Standards Act relates to all 
industry, whereas your agricultural provision has a floor of each 
product separately. That is one distinction that the Government! 
contract permits. It permits the establishment of a minimum floor 
on wages for each industry in terms of its own prevailing wage levels 
and that is the most stabilizing factor that we could possibly find. 
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In all, 42 wage orders have been issued by the United States Depart- 
ment of Labor since the law was passed in 1936. This is very signif- 
icant. 

The industries for which the orders have been issued tend to be the 
ones in which wage competition is keenest and in which presence of a 
wage determination under the Government Contracts Act tends to 
limit the degree to which the downward spiraling of wages is likely to 
zo, in depressed periods such as the present when considerable 
unemployment exists in many consumer-goods industries 

The fundamental deficiency of the proposal to create a profusion 
of minimum rates by civilian subdivisions can be best understood in 
terms of the act’s purposes. It was passed in 1936 in response to the 
widespread protest against the deterioration of working conditions 
following the invalidation of the National Industrial Recovery Act 
With the softening of business conditions, concerns in a number of 
industries particularly the highly competitive ones cut wages and 
lengthened hours and threatened the business solvency of the more 
legitimate employers who refrained from such unsavory practices. 
The conditions at that time were dramatically illustrated by the 
findings of a special commission which investigated the deterioration 
of conditions among concerns taking Government contracts. 

[ might indicate there was a special commission appointed of out- 
standing public citizens to investigate the decline in wages by em- 
ployers with Government contracts. The report of that commission 
in 1935, which revealed the widespread deterioration of wage standards 
in this country, was one of the vital facts which led to the passage of 
the Walsh-Healey Act. 

Then there was a later study by the Bureau of Labor Statistics in 
16 industries, which was presented to the Congress of the United 
States in connection with the Walsh-Healey hearing and to other 
similar legislative bodies throughout this country. 

They found that following on collapse of NRA concerns competed 
vigorously for the market and the companies which made the greatest 
gains in volume during the year following on such nullification of 
the NRA were the companies which cut their wages the most. The 
obvious intent of the Government Contracts Act was to prevent the 
deterioration of wage standards through unprincipled competition. 

The purpose of the act is therefore—at least under Government 
contracts—to establish the prevailing minimum wages In an ee 
and thereafter to require competitors who are bidding for Govern- 
ment work to observe that minimum wage. 

And as you know, gentlemen, in the history of the British and 
American legislation since 1840 we have tried to control competition, 
yes, competition, so that it is not ruthless and it does not violate 
essential human dignity and human conditions. And this is merely 
an extension of that same principle which has governed legislation 
since 1840 in the Anglo-Saxon countries. 

[t is a procedure for protecting the vast bulk of legitimate com- 
petitors in an industry—yes, they are the people whose wages become 
the prevailing wages—so that they will not be forced to cut wages by 
unconscionable employers who have established lower wages. Con- 
tractors will be completely free to compete for Government work but 
not by less than prevailing wazes or in a manner as to drive down 
the prevailing wage for the workers in the industry. 
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In the southern textiles the minimum wage was 87 cents and that 
wage was the prevailing wage paid by the overwhelming bulk of tie 
industry. The establishment of that 87 cents meant that that fringe 
of employers in the industry who bad not observed the 87 cents paid 
by the bulk would observe it. At the same time the minimum in the 
North was 94 cents. So then we have this floor which protects 
legitimate producers whether they be north, south, east, or west, and 
that is the purpose of the law. It does not increase wages in the 
industry, it merely recognizes the prevailing wage which already exists 
in it. 

This procedure designed to protect existing living standards from 
ruthless competitive deterioration is well rooted in American economic 
society. As a matter of fact, many interests such as agriculture, to 
which I have referred, and notably retail trade—whic h has legisla- 
tion now before the Congress on the subject of retail price selling 
which seeks to protect the retailer against such ruthless competition 
through price leadership and other devices. That is the force which 
dominates much of our economic thinking in this country, and every 
effort to recall a ruthless form of competition at the price of workers 
must be frowned upon and is completely incongruous with our 
economic philosophy and attitude that prevail at the present time. 
It is a throw-back to an age from which we have long passed. 

Our Nation has decided that competition is essential to the advance 
of our economy. But we have also determined that competition shall 
not threaten the actual standards of employment and living conditions 
of the mass of Americans. We believe that competition should exist 
on the basis of relative productive and managerial effectiveness and 
not by underbidding on labor rates and conditions. 

The proposed amendment would destroy the wage sections of the 
act. Instead of establishing a floor of wages among competitors in 
the same industry, it would in fact permit each competitor to fix his 
own level determined by his ability to depress wages. Instead of 
providing a floor, it would create a downward spiraling wage staircase 
which would allow for lower and lower wage rungs depending upon 
the ability of individual emplovers to depress wages down to the 
national standard of 75 cents, in the case of industries covered by the 
Fair Labor Standards Act. There would be no fair competition for 
Government work based on decent wages. 

The proposed amendment would require a prevailing wage be set 
for the contractor’s civil subdivision. He is often likely to be alone 
in an area and therefore his own wage would be determining. If there 
are several in the civil subdivision, the premium would be placed on 
the lowest wage emplover since he is likely to expand most in compe- 
tition by reason of his low wage. He would thereby be forcing the 
other employers to follow suit to compete. The contractor with the 
lowest rate would therefore tend to set the pace and prevailing wage 
in the civil subdivision. The rate would bear no relation to the pre- 
vailing rates within the industry or those of other competitors. 

Instead of having the stablizing influence on wage rates which the 
Public Contracts Act now has in the highly-competitive industries 
where wage rates constitute a significant item of cost, the act would 
sanction the competitive deterioration of wages. 

Another defect is that the administrative process of determining 
wages would be more complicated and expensive. The procedure 
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for determining wages in such subdivision would necessarily be pro- 
longed and require considerable field work and large staffs. There 
would nee essarily be delay. The consequence of such high costs of 
administration would be the reduction of the number of industries 
for which the wage determinations would be made and the lessening 
of the importance of the act as a factor in stabilizing wages in indus- 
try. As it is, the Government Contracts Administration is unable to 
proceed expeditiously because of shortages of staff and funds in 
processing the applications on file with it for wage dete ey itions. 
During the last year it completed only 12 wage orders. Under this 
procedure the number would be reduced even below this number and 
thereby minimize the act’s importance. 

A number of general arguments have been presented in favor of 
this proposal. The following statements represent our view of these 
contentions. 

) The last 16 years have witnessed the growth of new economic 
areas and new industries in less advanced regions such as the South- 
east and Southwest. Much of my time is spent in the Southeast. I 
have seen with my own eyes the wide expansion occurring there. 
Many industries covered by the Walsh-Healey Act wage determina- 
tions have grown most rapidly in these areas, as, for example, the 
textile industry and the apparel industry, not to speak of airplanes 
and other industries which are covered. 

Far from having discouraged the textile and apparel industries, 
they have multiplied in new areas. Other industries also have grown. 
These companies have successfully and profitably accommodated 
themselves to the terms of the wage determination. 

As a matter of fact, they boast of it. They boast of the fact that 
their wages have risen over these years and that they have been quite 
uniform throughout the entire region. 

In the cotton-rayon industry, the national minimum wage actually 
reflected the terms prevailing in the southern branch of the industry, 
so that only those employers who were not observing the prevailing 
southern rates were required to make adjustments. Moreover, the 
Cotton Textile Institute, which was the emplover organization exist- 
ing at the time of the consideration of the earlier amendments or the 
earlier determination, was in favor of a national minimum wage. 
And they were interested in the rate, and the rate was the southern 
rate which was adopted. 

The facts on growth of new areas and regions are too telling not to 
be unfolded. Individual income payments to Southeast as percent 
of the United States, increased from 10.5 percent in 1929 to 11.9 
percent in 1939, to 13.7 percent in 1949. The equivalent percents 
from the Southwest for the same years were 5.0 percent, 5.3 percent, 
and 6.6 percent. These are figures, but those of us who visit and work 
in the South constantly know the number of plants that have grown 
up in the widely diversified industries during the last few years. 

You speak of the extent of industrialization. This argument, or 
concern, about the growth of the South is completely fictitious. The 
South and the Southeast and the Southwest, as well as the Midwest, 
are the areas in this country which have been the greatest beneficiaries 
of industrial expansion of the postwar period. 

Manufacturing employment increased by 45 percent in the South- 
eastern States and 89 percent in the Southwestern States from 1939 
to 1947 and this rise has continued. 
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The recent publication by the National |] 
Why Industry Goes South, listing the tremendous increases in new 
plants, almost said down there in Atlanta that we have a new million 
dollar plant every day going up in the South. 
expansion in southern indust ry. 

The Southeast and Southwest have been great beneficiaries of the 
current mobilization program. They have received a higher share 
of the facilities being constructed under certificates of necessity than 
applies to the country as a whole. The industrialization process, 
stimulated by mobilization, has been exceptionally beneficial to these 
areas. Moreover. industry has become more and more decentralized. 
This scattering of industry has not been discouraged during the last 
l6 vears. If anything the trend has been more pronounced and de 
mined. The geographic decentralization has occurred among larger 
as well as smaller companies, <A survey of larger companies indicates 
such decentralization. Business Week reports that six companies had 
placed 60 of 83 new branch plants in cities under 100,000 population. 
The National Industria] Conference Board—an employer research 
agency reports that 148 companies with 53 percent of their plants in 
communities with less than 100,000 people were placing 64 percent 
of their new plants in such smaller communities. The fact is that 
many industries paying uniform rates throughout the country all 
located in both small and large communities. 

This movement toward smaller communities 
and is in fact encouraged by the Government 
program. 

There are many different factors at wo 
tralization and the establishment of pre 
sidered to be a deterrent. 

Senator Futsricur. Mr. Barkin, it is 12 
until 2:30. 

Mr. Barkin. All right. 

Senator Futsricur. | notice in the list given me there are four 
Witnesses this afternoon. I wonder if ] might suggest, since there is 
some similarity in these Statements, that each 
ment and summarize those significant parts which may be different. 
so that we could get to all four of them in the hearing this afternoon. 
There is bound to be some similarity. 

Mr. Barkin, Quite true. 

Senator Futsricur, And you can do the same. 

Mr. Barty. I will do the same. 

Senator Futsrigur, And you can confer with 

We will meet here at 2:30. 
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(Whereupon, at 12:30 Pp. M., &@ recess was taken. 
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Senator Futpricut (presiding). The h ‘aring will be in order. 

Mr. Barkry. Senator. in order to carry out your suggestion, may 
I ask that the remainder of my statement be incorporated, 
I would like to pick out one or two items which bear special 

Senator FuLBricur. Without objection it will be so 
at the end of your oral testimony. 


as is, and 
discussion 
Incorporated 


That is the rate of 














Lion 
On ID 
purp 
soutl 
Wi 
differ 
tages 
nent 
with 
bring 
ambit 
lenan 
(mer 
sen 
your | 
aves ( 
Mr. 
one w 
Sen. 
Mr. 
the re 
rates, 
traliza 
Sens 
Mr. 
Seng 
Mr. 
have |} 
lower 
lacts, 
rates fe 
ure ma 
the rate 
of pay. 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 2691 


Mr. Barkin. I should like to call attention to the matter upon which 
considerable emphasis has been placed in connection with the un- 
economic impact of local area rates. I have indicated that we know 
as a fact that the decntralization movement has been carried on since 
the war with considerable vigor and that by and large American 
industry is now seriously moving in that direction. 

| would like to simply high- light this fact. 

| have in front of me a magazine called American Business, the issue 

December 1951, in which they devote an entire section to an item 
called decentralization. 

In it they have such titles as ““To the Woods, the Hills, the Fields, 
Business on the Move.” 

Senator FuLBricur. Mr. Barkin, are you in favor of that or 
you opposed to it? 

Mr. Barkin. | am pointing out that it exists and that it is one of 
the dynamic factors in our economy. 

| am very much in favor of the industrialization of every part of 
the country. 

(sa matter of fact, to indicate the degree to which I have supported 
and our union has--I am a member of the National Planning Associa- 
tion—we have been sponsors to the studies which have been carried 
on in the South during the last few vears which has as one of its major 
purposes the further industrilization of both the Southeast and 
southwestern parts of the country. 

We believe that modern decentralization is not built on wage 
differentials or wage advantages. They are built on intrinsic advan- 
ages Which come from decentralization, per se. Modern manage- 
ment has learned that the decentralization of authority which comes 
with the smaller unit, which comes with decentralized operations, 
brings with it a great many benefits in efficiency, expertness, and 
ambition to its own personnel, which cannot be obtained by the main- 
tenance of the gigantic units which have previously been prevalent in 
{merican industry. 

Senator FuLtsricur. Mr. Barkin, I agree with that but I do not get 
vour point. Do you feel the Walsh-Healev Act promotes or encour- 
wes decentralization of business? 

Mr. Barkin. I would say the Walsh-Healey Act does not affect it 
one way or the other. 

Senator FuLBricut. Why is it pertinent to this inquiry, then 

Mr. Barkin. Because in your inquiry vou have stated that one of 
the reasons the modification should be made, in adopting localized 
rates, is that the maintenance of the Walsh-Healey Act deters decen- 
tralization. 

Senator FuLBricutr. You do not believe it does? 

Mr. Barkin. That is right. 

Senator Futsricutr. That is what I was trying to determine. 

Mr. Barkin. I have submitted in the full statement which you 
have before vou, indication of the fact that the allegations about 
lower rates being paid in small communites does not jibe with the 
facts. The fact of the matter is that smaller communities pav higher 
rates for the same jobs than those paid in large communities. There 
wre many forces at work in different communities to determine what 
the rates of pay are, and that mere size does not determine those rates 
of pay. Just as the preceding witness, Mr. Carey, had offered testi- 
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mony on the fact that the cost of living does not follow the size o| 
the city. Small cities may be more costly to live in than large cities 
and vice versa. So with respect to wages: Many small communities 
have really high wages, and much higher wages for the same job than 
are found in the large cities. 

Similarly with respect to another item where contentions are made 
that small plants pay lower wages than larger plants. That similar], 
does not stand up under examination. We know that many of th 
small plants pay the highest wages and much higher than the larg: 
plants because they need a skill and versatility which is not necessary 
in a larger plant. Therefore, the arguments which are generally) 
made in this connection, which uses generalizations to the effect that 
small plants need low wages does not really hold up upon examina- 
tion. That is true in most industries. 

| know in our industry we know many of the small plants pay much 
higher than the large plants. 

Senator Futsricutr. Do new plants pay more or less than the estab- 
lished plants? 

Mr. Barkin. New plants tend to pay the established rates in an 
industry. 

There are sometimes plants which are established in communities 
where they have a learning process, where they have no skilled labor 
force for that industry. What happens in that case is exemplified by 
the petition sometimes made to the Walsh-Healey administrator, 1s 
that they have a larger proportion of learners which they are giving in 
connection with the establishment of a new plant. However, as soon 
as they pass that initial period, they pay the prevailing wage. 

The interesting thing about modern industry and which is character- 
istic of this country, if there is anything characteristic of a modern 
American industry, is that the learning period in modern American 
industry has been cut down tremendously so that in most of our mod- 
ern industries people become fully produc tive in the short period of 
3, 4, 5, or 6 weeks on the major productive jobs which are available. 

We find that if you go into any of these plants that we have seen 
established, we are always impressed, and particularly impressed since 
the skills we developed during the last war in training—we are im- 
pressed with the fact that jobs we used to think would require months 
of training can now be taught and workers can become fully productive 
at them in so short a period. The techniques of the last war, th 
on-the-job training and within-the-plant training have telescoped this 
training period tremendously and has shown how easy it is to break in 
new persons on these jobs, regardless of the section of the country. 

I would like to make one more point in this connection: The second 
connection which has been made about exempting certain classes o! 
contracts from the act as a whole. 

| would like to stress to and impress upon the Propone nts of these 
amendments how basic their recommendation is, how much it will 
nullify this act. You must know that this act not only covers the 
problem of minimum wages and prevailing wages but hours of work, 
child labor, prison labor, safety and health of employees, and if we 
cannot expect such.standards of decent working conditions for em- 
ployees engaged in Government work we will be undermining stand- 
ards throughout the country. 
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This is one of the leverages which the Federal Government has to 
encourage decent working standards. 

Senator Futpricur. Mr. Barkin, would you specify just which of 
these other than—well, I assume your sanitary aaa ng ere and so on 
are not being covered in the Fair Labor Standards Act. In other 
words, what does this actually take out that you would not have? 

Mr. Barkin. The hours of work. 

Senator FuLBricutr. Do you not have it in the Fair Labor Standards 
Act? ; 

Mr. Barkin. The Public Contracts Act has an 8-hour day. 

Senator Futsricut. The other has a 40-hour week. 

Mr. Barkin. Those are not the same things. 

Senator FuLsricur. I realize that. Why should we have two 
different standards. If that is a fair-labor standard, why is it not 
fair? 

Mr. Barkin. Because we are establishing conditions not for all but 
for those working on Government contracts. 

Senator Fu.tBricut. I do not know why it does not mean that you 
are saying the fair labor standard is not the fair one. 

Mr. Barkin. I am not saying it is improper, I say it is a minimum 
standard for all employers throughout the country and not the 
standard for Government work. We can expect fairer standards for 
employees on Government work than we do for the broad sweep of 
industries. 

Senator FuLBricur. Why is that? 

Mr. Barkin. If you study the history of labor relations in this 
country back to 1840, if necessary, you will notice that throughout 
the legislative history of our country the Government has always 
accepted the responsibility of insuring through Government employing 
and through Government purchase, fairer labor standards than prevail 
throughout the general community. 

Senator Futsricur. What kind of labor standards? 

Mr. Barkin. Fairer labor standards that endure in the general 

ommunities. That means they set a pace. 

You will recall that the 10-hour day was first established for the 
Government contracts. The 8-hour day was brought in through 
Government contracts. 

All these general conditions were in the first place established for 
Government employees and Government contracts. That is the 
history. 

Senator FuLsricur. Mr. Barkin, was that not because as a con- 
stitutional matter that was the only way they could proceed? It was 
not until late in the thirties that it was held constitutional for the 
Federal Government to set these standards, but they could set stand- 
ards when it was a Government contract. 

Mr. Barkin. The Government test as to whether they could or 
could not was done after the fact; after the Government legislated. 
No one before 1933 had tested where the Government could set those 
wage standards. 

Senator Futspricut. The law was passed because the NRA was 
declared unconstitutional, is that right? 

Mr. Barkin. That is correct. 
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Senator Futspricut. The reason for this bill having antedated th« 
Fair Labor Standards Act was because of that constitutional problem 
was it not? 

Mr. Barkin. No, it was passed because the Government believed 
at that time, in 1936, that conditions could be set on Government 
work which would maintain stable conditions within each one of 
those industries. 

Senator FuLtsricutr. Was it not the theory of this act in the be 
ginning that it was a minimum wage? You are now telling us that 
it is not a minimum wage, it is a fau wage. 

Mr. Barkin. I am not trying to read into the act anything that 
does not exist there. It is a fairer minimum wage in that it estab- 
lishes terms of employment particularly relevant to the industry in 
terms of wages, which is being acted on. 

Senator FuLBricat. You know these amendments do not disturb 
those parts of the law at all. You know that, do you not? 

Mr. Barkin. Well, it does. In your amendment No. 2 you are 
excluding a vast area of industry from the coverage of the act. 

Senator FuLtsricut. | am not excluding anything that the act was 
ever intended to cover. 

Mr. Barkin. You were excluding all goods and services, articles 
of equipment of standard type and construction as are usually sold 
in the open market. 

Senator Futsricur. That is in the original act. 

Mr. Barkin. I mean we differ with vou as to whether or not that 
is the original act. Mr. Carey set forth in his statement a rathe: 
clear argument on that point. We do not believe that your inter- 
pretation is either historically or an otherwise correct interpretation 
of the act. 

Senator Caprnarr. Do you understand the ruling on the act by the 
Secretary of Labor—let us take this as an example. A man worked 
Monday 10 hours, Tuesday 6 hours, Wednesday 8, Thursday 8, and 
Friday 8. That would be a total of 40 hours. 

Mr. Barkin. Yes. 

Senator CapeHarr. Would they have to pay time and a half fo: 
the extra 2 hours worked on Monday? 

Mr. Barkin. That is correct. That is the Public Contracts Act 

Senator Capenarr. Now under the Fair Labor Standards Act, of 
course, they would only pay time and a half if they worked more than 
40) hours. 

Mr. Barkin. That is correct. 

Senator CapEeHART. It is not quite clear to me how in many instances 
an employer would handle that situation. Is it proper? 

Mr. Barkrin. As a matter of fact, Senator, that situation is now so 
common throughout the country, primarily by reason of union con- 
tract, that the payment of time and a half after 8 hours is quite genera! 
The provision in the Public Contracts Act merely affirms a practice 
which is quite general in union contracts. 


In our contracts, we all require time and a half after 8 and after 


40—that is in the case you indicate, if the man works 2 hours after 8 
if that is the usual standard workday—— 

Senator CapenArt. That is done by contractual relation between 
yourself and the employer. 

Mr. Barkin. That is correct. 
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Senator Carenartr. Under the Fair Labor Standards Act the law 
only requires time and a half after 40 hours in a week. 

Mr. Barkin. That is the Fair Labor Standards; ves. 

Senator Capenartr. Under Walsh-Healey if the man worked 10 
hours and did it in one day he would get time and a half for 2 hours. 

Mr. Barkin. That is correct and that is the prevailing practice 
throughout unionized plants and in a large portion of the nonunion 

or nonorganized plants in this country. 

Senator Futsricur. They had to accept that in order to take the 
Government contract, didn’t they’ 

Mr. Barkin. No; prior to Government contract. The organized 
industries of this country generally—I do not want to use the word 
“universally”? because I think we could almost reach that conclusion, 
but for safety’s sake, I would say at the moment generally organized 
industry, and a large part of the unorganized industry pay time and 
a half both after the standard workday which is 8 hours, and 40 hours 
per week. We have in this country, fortunately, an 8 hour-40 hour 
week, as the standard workweek in most of industry. 

Senator CAPEHART. Suppose a plant had a contract with the 
union—and, of course, under the law he would be required to pay 
time and a half above 40 hours—and let us say two-thirds of his 
business is so-called civilian business, and one-third is war business, 
or Government business and they are intermingled—the employees 
and production is intermingled. Is it not quite a problem? 

Mr. Barkin. No; we solve it very easily: because our union 
contracts already require 

Senator Caprnart. I am proceeding in the event that they are 
not. I understand you can cure any situation by contract between 
the union and the company, but my point was where the contract 
with the union required only time and a half on everything beyond 
40 hours, and then two-thirds or 75 percent, of their business is civilian 
business, then they get a war contract and the whole business is 
intermingled. 

Mr. Barkin. The result of that is to bring that company more in 
line with the prevailing practice in American industry of paying 
time and a half, both after 8 hours and after 40, but they do not 
duplicate each other. That is, the person does not get overtime 
twice; they only get it once. If they work 42 hours, they only get 

hours’ overtime. 

Senator CaPpEHART. What we are talking about would only apply 
if they worked less than 40 hours in 1 week. 

Mr. Barkin. That is correct, and the total amount of overlap 
tends always to be relatively small. I mean it is a very minor prob- 
lem in the operation. 

Senator CapeHArtT. Does the Walsh-Healey Act require double 
time on Sundays? 

Mr. Barkin. No, sir; the Walsh-Healey Act makes no other over- 
time requirement. 

Senator Capenart. Other than the 8 hours? 

Mr. Barkin. Eight and forty. 

Senator Futsricut. Mr. Barkin, I do not want to cut you off. 
You understand that it is your responsibility—that is your side of 
the table—to allocate this time this afternoon. We are going to 4:30 
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and you can take all of it or any part. You understand that; do you 


not? I do not object to your taking it all, but I want you and the 
other witnesses to have your chance. 

Mr. Barkin. There is one other comment I want to make: I am 
told by the Children’s Bureau that under the child-labor provision, 
something over 600,000 children under 18 years of age might be affected 
by the exclusion which you have suggested here. In other words, 
the child-labor provision of the Walsh-Healey Act sets an 18-yea1 
minimum. 

Senator FuLtsricur. That is just for women; is it not? 

Mr. Barkin. No; that is both. 


Senator FuLtprieur. | thought it was 18 for the one and 16 for the 
other. 


Mr. Barxtn. No. 

The action contemplated by your second amendment would thereby 
mean the encouragement of the employment of persons 16 to 18 years 
of age in that vast number of industries which would be excluded 
under the second amendment. 

Thank vou. 

Miss Galdys Dickason of the Amalgamated Clothing Workers will 
present something additional. 

(Mr. Barkin’s prepared statement follows:) 


STATEMENT OF SOLOMON BaRKIN, Director oF RESEARCH, TEXTILE WORKERS 
Union oF America, CIO 


In considering any basic changes such as have been proposed for the Walsh 
Healey Government Contracts Act through the addition of amendments to th 
Defense Production Act, it is crucial to remember that the Walsh-Healey Act 
has been in effect some 16 years. It was operative before World War II, when 
large-scale Government purchases were made of civilian goods; during World 
War II when billions of dollars of civilian and military goods were purchased, 
and since the conclusion of the latter war and through the current mobilization 
period. It is probable that more than $200 billion worth of Government pur 
chases have been made from contractors observing the terms of the act. Every 
substantive and procedural change in the act must be evaluated against thi 
record of outstandingly successful operation of the act. The proposed amend 
ments are seeking to modify and in fact radically alter a system of labor legisla 
tion which has been constructive and has contributed to our effective production 
system. 

Impetuous action which would result in the modification of the present law i: 
the direction proposed by the three amendments will destroy the critical and 
basic sections of the law and precipitate an era of unconscionable wage cutting 
which would depress labor standards and add further causes to industrial strift 
Essential military production will be impeded and harmonious relations betwee 
labor and management in this country will be undermined. 

Are the benefits of the proposed amendments of such magnitude to justify 
our paying this price? We see no benefits and only damage done by the pro- 
posed amendments. 


A. NO CHANGE SHOULD BE MADE IN METHOD OF DETERMINING PREVAILING 
MINIMUM WAGES 


The first proposal is that the present procedure for determining prevailing 
minimum wages should be replaced by one by which different rates are set for each 
“city, town, village, or civil subdivisions in which the materials, supplies, articles 
or equipment are to be manufactured or furnished.” 

The Secretary of Labor at the present time after thorough investigation of the 
minimum wage rates and earnings in a given industry determines the prevailing 
minimum wage for the specific industry or products covered by the definition. It 
is unlike the Fair Labor Standards Act in that the Secretary’s order relates to a 
specific product or group of products. The minimum found to be prevailing for 
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that product is not applicable to any other product. The minimum is the one 
already prevailing within that industry and will necessarily differ from that pre- 
vailing in other industries and for other products. 

It may be compared directly with the procedure followed in the establishment 
of price floors for agricultural products. A specific parity price is calculated for 
many individual agricultural products. The law now provides a guaranteed 
national price floor for these products and the Government undertakes to guarantee 
these prices to the producers. This national price floor is guaranteed despite the 
variations in operating costs and conditions of production existing among the 
individual growers of the same product in the different areas and within each area. 

In all 42 wage orders have been issued by the United States Department of 
Labor since the law was passed in 1936. The industries for which the orders have 
been issued tend to be the ones in which wage competition is keenest and in which 
presence of a wage determination under the Government Contracts Act tends to 
limit the degree to which the downward spiraling of wages is likely 


i 


to go in de- 
pressed periods such as the present when considerable unemployment exists in 
anv consumer goods industries. 

The fundamental deficiency of the proposal to create a profusion of minimum 
rates by civilian subdivisions ean be best understood in terms of the act’s purposes 
It was passed in 1936 in response to the widespread protest against the deteriora- 
tion of working conditions following the invalidation of the National Industrial 
Recovery Act. With the softening of business conditions, concerns i 


sin a number 
of industries particularly the highly competitive ones cut wages and lengt hened 
hours and threatened the business solvency of the more legitimate employers 
who refrained from such unsavory practices. The conditions at that time were 
dramatically illustrated by the findings of a special commission which investi- 
gated the deterioration of conditions among concerns taking Government con- 
tracts and a general survey of 16 industries by the Bureau of Labor statisties. 
The latter found that, following on collapse of NRA, coneerns competed vigorously 
for the market and the companies which made the greatest gains in volume during 
the year following on such nullification of the NRA were the companies which cut 
their wages the most. The obvious intent of the Government Contracts Act was 
to prevent the deterioration of wage standards through unprincipled competition. 

The purpose of the act is therefore to establish the prevailing minimum wages 
in an industry and thereafter to require competitors who are bidding for Govern- 
ment, work to observe that minimum wage. It is a procedure for protecting the 
vast bulk of legitimate competitors in an industry so that they will not be forced 
to cut wages by unconscionable employers who have established lower wages. 
Contractors will be completely free to compete for Government work but not by 
less-than-prevailing wages or in a manner as to drive down the prevailing wage for 
the workers in the industry. This procedure designed to protect existing living 
standards from ruthless competitive deterioration is well-rooted in American 
economic society. As a matter of fact, many interests such as agriculture, retail 
trade, and others have secured governmental and legislative protection against 
competitive price cutting. 

Our Nation has decided that competition is essential to the advance of our 
economy. But we have also determined that competition shall not threaten the 
actual standards of employment and living conditions of the mass of Americans. 
We believe that competition should exist on the basis of relative productive and 
managerial effectiveness and not by underbidding on labor rates and conditions 

The proposed amendment would destroy the wage sections of the act. Instead 
of establishing a floor of wages among competitors in the same industry, it would 
in fact permit each competitor to fix his own level determined by his ability to 
depress wages. Instead of providing a floor, it would create a downward spiraling 
wage staircase which would allow for lower and lower wage rungs depending 
upon the ability of individual employers to depress wages down to the national 
standard of 75 cents, in the case of industries covered by the Fair Labor Standards 
Act. There would be no fair competition for Government work based on 
decent wages. 

The proposed amendment would require a prevailing wage be set for the 

ontractor’s civil subdivision. He is often likely to be alone in an area and 
therefore his own wage would be determining. If there are several in the civil 
subdivision, the premium would be placed on the lowest wage emplover since 
he is likely to grow most in competition by reason of his low wage. He would 
thereby be forcing the other employers to follow suit to compete. The contractor 


with the lowest rate would therefore tend to set the pace and prevailing wage in 


i 
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the civil subdivision. The rate would bear no relation to the prevailing rates 
within the industry or those of other competitors. 

Instead of having the stabilizing influence on wage rates which the Government 
Contracts Act now has in the highly competitive industries where wage rates 
constitute a significant item of cost, the act would sanction the competitive 
deterioration of wages. 

Another defect is that the administrative process of determining wages would 
be more complicated and expensive. The procedure for determining wages in 
such subdivision would necessarily be prolonged and require considerable field 
work and large staffs. There would necessarily be delay. The consequence of 
such high costs of administration would be the reduction of the number of indus- 
tries for which the wage determinations would be made and the lessening of the 
importance of the act as a factor in stabilizing wages in industry. As it is, the 
Government Contracts Administration is unable to proceed expeditiously because 
of shortages of staff and funds in processing the applications on file with it for 
wage determinations. During the last year it completed 12 wage orders. Under 
this procedure the number would be reduced even below this number and thereby 
minimize the act’s importance. 

A number of general arguments have been presented in favor of this proposal. 
the following statements represent our view of these contentions. 

(1) The last 16 vears have witnessed the growth of new economic areas and 
new industries in less advanced regions such as the Southeast and Southwest. 
Many industries covered by the Walsh-Healey Act wage determinations have 
grown most rapidly in these areas. Far from having discouraged the textile and 
apparel industries, they have multiplied in new areas. Other industries also 
have grown. These companies have successfully and profitably accommodated 
themselves to the terms of the wage determinations. In the cotton-rayon indus- 
try, the national minimum wage actually reflected the terms prevailing in the 
southern branch of the industry, so that only those.employers who were not 
observing the prevailing southern rates were required to make adjustments. 

The facts on growth of new areas and regions are too telling not to be unfolded. 
Individual income payments to Southeast as percent of United States, increased 
from 10.5 percent in 1929 to 11.9 percent in 1939, to 13.7 percent in 1949. The 
equivalent percents from the Southwest for the same years was 5.0, 5.3, and 6.6 
percent. Manufacturing employment increased by 45 percent in the Southeastern 
States and 89 percent in the Southwestern States from 1939 to 1947 and this rise 
has continued. The Southeast and Southwest have been great beneficiaries of 
the current mobilization program. They have received a higher share of the 
facilities being constructed under certificates of necessity than their 1947 ratio of 
employment—to that of the country as a whole. The industrialization process 
stimulated by mobilization has been exceptionally beneficial to these areas. 
Moreover, industry has become more and more decentralized. This scattering of 
industry has not been discouraged during the last 16 years. If anything the trend 
has been more pronounced and determined. The geographic decentralization has 
occurred among larger as well as smaller companies. A survey of larger companies 
indicates such decentralization. Business Week reports that 6 companies had 
placed 60 of 83 new branch plants in cities under 100,000 population. The 
National Industrial Conference Board reports that 148 companies with 53 percent 
of their plants in communities with less than 100,000 people were placing 64 percent 
of their new plants in such smaller communities. The fact is that many industries 
paying uniform rates throughout the country located in both small and large 
communities. 

This movement toward smaller communities is proceeding apace. There are 
many different factors at work favoring further decentralization and the estab- 
lishment of prevailing rates cannot be considered to be a deterrent. In a recent 
survey of considerations motivating movements to the South, the authors found 
that ‘‘the locational factors which have attracted industry to the South since the 
war and which have furnished the basis for a great increase in industrial produc- 
tion, based on both local and outside capital, represent real economic advantages 
and not just subsidies or promotions. These advantages for new industry have 
consisted in large measure of growing regional demand for manufactured goods 
of undeveloped resources which were immediately available for use and which 
were often more economic than the unused resources outside the South, and of 
poorly utilized resources of labor * * *. As a factor in location, labor has 
been less important than materials and markets during the postwar period in 
attracting new industry to the South. Furthermore, where labor has been the 
primary factor in locating new plants, more emphasis has been placed on avail- 
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ates ability and on labor attitudes than on wage rates.”” (G. E. MeLaughlin and 
S. Raback, Why Industry Moves South, Washington, D. C. 1949, pp. 67, 123.) 
rent (2) There is considerable evidence that wage rates are not necessarily lower in 
ates smaller communities than in the larger ones. During the 1947 hearings on the 
tive Fair Labor Standards Act, the Wage and Hour Administration declared as follows: 
‘Although there is frequently a tendency for earnings to be higher in large 
yuld rather than in small communities, the average difference in earnings between 
8 in communities of different size varies from industry to industry. Actually in some 
field cases the largest cities do not pay the highest wages. For example, industrial 
e of chemical plants in communities of less than 100,000 population pay more for com- 
dus- parable work than do such plants in larger communities. In other cases the 
the differences are small, and often not directly correlated with size of city. 
the “In foundries, earnings averaged less than 5 percent more in cities of at least 
aAuse 100,000 than in smaller cities. Bakeries in cities of 100,000 or more pay about a 
» for fourth more than those in cities of from 25,000 to 100,000 but only about 5 per- 
nder cent more than bakeries in communities of less than 25,000 population. In the 
reby leather industry, Gloversville, N. Y. (which in 1940 had a population of less than 
25,000) has higher wages on the average than any other community in which the 
osal. industry is important. In the textile dyeing and finishing and structural] clay 
products industries there is no consistent differential in earnings between com- 
and munities of less than 25,000 population and larger communities. In the metal 
vest. furniture industry the average hourly wage rates were higher for 19 of the 32 
have classified occupations in communities of 100,000 or more population than in smaller 
and places; but lower for 12 occupations in the larger cities than in communities of 
also less than 100,000 population. For one occupation, the average hourly rate was 
ated the same for communities in both population groups. 
dus- “In the glassware industry the average hourly wage rates for 3 of 40 selected 
the plant occupations were higher in communities under 25,000 than in any larger 
not size town. For 13 occupations, rates were higher in these small communities 
:. than in communities from 25,000 to 100,000; and higher for one occupation in the 
ded. smallest place than the average hourly rate for the same occupation in commu- 
ased nities of 100,000 and more, although lower than the rate for communities from 
The 25,000 to 100,000 population. The average rates for 8 occupations were higher 
1 6.6 in the medium size towns than in communities of 100,000 or more.”’ 
stern The cost of living is not necessarily lower in smaller cities than it is in the larger 
rise communities. Similarly no one region has invariably higher costs than another. 
ss of There are communities within each region where the cost of living is higher than 
f the in communities in other regions. 
io of In 1938 the Bureau of Labor Statistics priced the same budget in 36 cities, 
CSS varying in size from 10,000 to 3,000,000. The figures showed that it cost more 
reas. ($1,340) tolivein Dover, N. H. (population 13,573), than in Philadelphia ($1,336), 
ig of Baltimore ($1,334), or Buffalo ($1,306). A family could live on less in Mempbis 
rend ($1,306), Indianapolis ($1,279), Kansas City ($1,268), cr New Orleans ($1,261) 
1 has than jn the little town of Statesville, N. C., with a population of 10,490, where 
anies the cost of the budget was $1,315. 
had The same lack of correlation between cost of living and size of community is 
The illustrated by the study of the cost of living of women workers in 1946 in the 
‘cent State of New York made by the New York State Department of Labor. Accord- 
‘cent ing to this investigation it was less expensive to live in New York City ($1,811) 
tries than in Glens Falls ($1,815) with a population of 18,836, Schenectady ($1,821) 
large population 87,549, or in Poughkeepsie ($1,848) population 40,478. Living was 
cheaper ($1,658) in Jamestown, N. Y., population 42,638, than in Wayland 
> are ($1,672), Greene ($1,672), or Sherburne ($1,697), all three under 2,500 in popula- 
stab- tion. Not only may it cost more to live in a small town than in a large community 
cent and vice versa, but costs in communities in the same population groups vary. 
ound This is brought out in the Bureau of Labor Statisties study, City Workers’ Family 
ep the Budget, October 1950. Among cities with over 500,000 population, there was a 
due- difference of $481 between the highest and lowest costs. The difference between 
Lages the extremes in costs in cities in the 50,000 to 100,000 population group was $383. 
have A complete review of available budget and expenditures studies concludes that 
roods “variations in living costs among the cities of the same size were found to be 
yhich greater between large and small cities * * *, For communities of over 10,000 
id of population there was in general little difference or no consistent relationship 
r has between population and consumer price levels. Studies in villages of less than 
din 10,000 population indicated that in some cases the cost of living was lower in 
1 the villages than in cities, and in other villages than in cities, and in other cases was 
Wv ail- equal to or higher than those prevailing in large cities.” 
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We wish firmly to declare that differences in wage levels are not related to diffe: 
ences in living costs. The United States Bureau of Labor Statistics has declare 
as follows: 

“Differences in costs for comparable levels of living between cities do not explai 
intercity differences in hourly wages. Intercity variations in wages were distinct! 
greater than the difference in the cost of a city worker’s family budget. Amo: 
the 22 cities under discussion, the costs of this budget varied by no more than | 
percent, whereas the range in hourly wages amounted to about 45 percent for th: 
average factory worker. The inference appears to be that there is a distinct 
greater standardization of prices, particularly of food, throughout the Nation 
large cities than there is in hourly wages. Moreover, there were numerou 
dissimilarities in the rank of individual cities in wage and budget-cost levels.”’ 

(3) Another myth which has been uncritically exploited has been the conte: 
tion that the smaller firm is necessarily paying lower wages than the larger. T! 
reverse is often as true. Similarly, it cannot be contended that large firms ar 
necessarily more efficient and have lower costs than smaller firms. The availab 
evidence often points in the other direction. 

(4) The establishment of prevailing wages does not destroy local businesses 
If such concerns seek Government business they must observe the prevaili: 
wage. It is more than likely that if they have lower wage schedules it will | 
unnecessary for them to seek Government business since they would alread 
enjoy a cost advantage in competition for existing civilian business. Moreove: 
these concerns are likely also to have been considerably influenced by the prevai 


ing wage schedule in the industry and have adjusted their scales thereto in orde: 


to develop the necessary skilled personnel. 


If a company is insistent upon getting Government contracts it should by 


required to observe the minimum. As such it would generally be required 


make only minor adjustments in rates and then only at the minimum. Despit: 
the many loudly voiced comments that it may require adjustments above th: 
minimum, experience indicates that some concerns are able carefully to carve out 
the units of plants which are affected and not raise the rates for the other employee: 


and thereby keep the adjustment to a minimum. 


Moreover we may point o é even where 1eTeE € djustments Le Tre 
M a} t out that ev here there are adjust ts tl 


would be an effect upon the community. It is generally likely to be at a min 
mum since there are always variations in rates within a community for seeming! 
similar jobs. There is considerable acceptance of rate variations within commun 
ties. The arguments employed in favor of the proposed amendment are roote 


in exaggerations of minor issues, raised primarily in the process of adjustment of! 


concerns to the minimum. These must fade into insignificance in face of 16 yea: 
of successful experience under the act. 


B. NO EXEMPTION SHALL BE GRANTED TO GOODS USUALLY SOLD IN THE OPEN MARK}! 


The second amendment would modify the act most critically by exempting fro1 
the act those ‘“‘materials and supplies, articles or equipment of standard type a1 


construction as are usually sold in the open market,’’ regardless of the method o! 


procurement used by the Government. 

The purpose of this amendment is to eliminate the protection given to compet 
tors and workers under the act by exempting substantial proportions of the prese: 
beneficiaries. Not only would the wage provisions be so nullified, but also oth: 
provisions respecting hours of work, child labor, prison work, and safety a: 
health of workers. 

Since it is estimated that about one-half of all Government contracts are e1 


braced within the category of goods suggested by the amendment, a vital part 0! 


the law would be emasculated. It is a highly radical alteration of a law whi 
has been in effect for 16 years and to which contractors of such goods have ful 
and successfully accommodated themselves. Since the present contractors ha‘ 
lived successfully and profitably under it, we are prone to ask whether some nm 
group of contractors who wish to undercut existing producers are seeking speci 
advantages to outbid present contractors through highly unethical busin 
practices and deliberate wage cuts. Is the purpose of this proposal to revive t! 
‘hid brokers’? and the ‘‘vest pocket peddlers’? who will exploit the distress: 
firms? It has been the declared policy that Government contracts should b 
awarded to maintain wage and working standards and not to contribute to d 


moralization of these conditions. The present proposal would have that effect 
Moreover, experience indicates that contractors have lived successfully under 
present regulations and have not had any real difficulties in determining whethe: 


they are bound by the labor terms of the law. 
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c, THE PROCEDURAL AMENDMENT WOULD ONLY COMPLICATE THE ADMINISTRATIVE 
PROCESS AND ENCUMBER OPERATIONS 


The purpose of the section is to make all determinations, investigations, findings, 
rules, and interpretations subject to appeal to the courts for judicial review. 
Secondly, all of the above would have to be made in accordance with sections 7 
and 8 of the Administrative Procedures Act. 

As for the administrative procedures, all adjudications such as findings, decisions, 
and orders now are reached after following procedures laid down by sections 7 and 
8 of the Administrative Procedures Act. 

There appears no reason for subjecting investigations or interpretations to that 
procedure. An investigation is a procedure for collecting facts and a preliminary 
to later action and not controlling in itself. As for interpretations, they are 
necessary to eareful application of the law and a formal system would produce 
delays and protracted administrative problems. 

There are careful procedures for holding hearings in the development of any 
leterminations or regulations. The present section 4 specifically exempts the 
rule-making action from such controls in order to facilitate the issuance of rules. 


CONCLUSION 


We urge your committee to vote down these amendments which would so sub- 
stantially narrow the coverage, invite wage cutting and demoralization of labor 
markets and make the procedures more burdensome and costly and offer persons 
lesirous of interfering with the orderly operations of the law an opportunity to 
nerease uncertainties and cause delays and confuse operations through legal acts. 


Senator Futsricat. Miss Dickason. 


STATEMENT OF GLADYS DICKASON, VICE PRESIDENT, 
AMALGAMATED CLOTHING WORKERS OF AMERICA, CIO 


Miss Dickason. My name is Gladys Dickason. I am vice president 
of the Amalgamated Clothing Workers of America. 

The Ami algamated Clothing Workers of America has a membership 
of some 375,000 men and women who work making men’s suits and 
overcoats, top coats, work clothing, shirts, gloves, neckties, and 
other men’s garments. 

The Government, of course, buys very large quantities of men’s 
apparel for the Armed Forces. The fact that something more than 
} million men have been inducted into the Armed Forces and there- 
fore are no longer customers for civilian goods leaves a large gap in 
the demand for goods from the established factories. 

Perhaps the men’s-apparel industries are more directly affected by 
the defense program in the sense of their losing a market than almost 
anv other industry in the country. 

The terms under which Government contracts are let are of vital 
importance to the well-being, to the employment, and to the wages 
of workers in the garment industry because of the high proportion 
which labor cost represents in contracts which the Government lets. 

The Government furnishes the piece goods.- About all the contractor 
furnishes or the primary product which the contractor furnishes is 
labor. Where great differences exist between wage rates in one 
community and another community, it can have a direct effect on 
where the Government contracts are going to go. 

Therefore, of course, the workers in the industry and their union, 
the Amalgamated Clothing Workers, have a very deep interest in the 
Publie Contracts Act. 

Senator CaprHArt. Would you mind being interrupted? 

Miss Dickason. No, sir. 
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Senator CapeHART. How many in your industry do not have a 
union contract? 

Miss Dickason. In the industry making men’s suits, overcoats, 
and topcoats? 

Senator Capenart. Yes; those in the category which you represent. 

Miss Dickxason. In that particular branch, more than 95 percent 
of all the employees are organized. In the shirt industry approxi- 
mately 75 percent. In the work-clothing industry, a much smaller 
percentage. 

Senator Carpenart. What is the average hourly or weekly wage 
among those who have the unions? 

Miss Dickason. In the men’s-clothing industry which is most 
highly organized—more than 95 percent being organized—the average 
hourly wage is approximately $1.60 an hour. 

Senator CapeHarr. It is far above the standard set by the Walsh- 
Healey Act? 

Miss Dickason. That is true. 

Senator CapEHART. What is the average wage rate, just generally 
speaking, of those manufacturers who do not have a union? 

Miss Dickason. In the work-ciothing industry where the plants 
are not organized, the average for some plants will be as low as 80 
cents or 82 cents an hour, and there would be the exceptional one 
where nobody in the plant, or very few people in the plant, make 
more than the 75-cent minimum. 

Senator Capenart. Where are they primarily located? 

Miss Dickason. Primarily I should say that they are in the South. 
I would like to say here that I was born and raised in a small town ip 
Oklahoma. I have a very deep concern about the industrialization 
of the South. We are not interested in any program that would 
prevent the industrialization of areas which are less industrialized 
than certain sections of the country are. 

Senator FuLtBricut. Where do you live now? 

Miss Dickason. In a suitease, traveling from Georgia to Missis- 
sippi, Alabama, and Tennessee. I am the southern director for our 
organization. My headquarters are in Atlanta. 

Senator FuL_sricat. You compared rates in work clothes with 
men’s suits. What is the average rate in the unorganized 5 percent 
of the men’s-suits industries? Is it as low as in men’s work clothing? 

Miss Dickason. No, indeed. 

Senator FuLspricut. How would it compare with the organized? 

Miss Dickason. I would not have direct access to the payrolls of 
those companies, but naturally we are fairly well informed, I think, 
as to the wage rates. 

I would say for the most part they would average above a dollar 
an hour. 

Senator Futsricnt. Do you have any better access to the work- 
clothing unorganized companies than the unorganized men’s suits? 

Miss Dickason. Well, I was talking last week with one of the chief 
engineers in this industry who tells me how he sets industrial stand- 
ards. He was preparing to set them in some organized plants. In 
the work-clothing industry there is a tendency to set a standard for 
the entire plant. It is much easier to know what the standard is in 
a work-clothing plant than it is in a men’s-suit plant where they work 
on a section system and wage rates may vary very widely from the 
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unskilled worker to the worker who sews sleeves, makes pockets, 
and so on. 

Senator Futsricut. On work clothing, it is less highly skilled; is 
that right? 

Miss Dickxason. That is correct, yes, for a large portion of the job. 

Senator Futsricatr. There would naturally then be some differ- 
ential between that and the men’s suits, even though it is organized? 

Miss Dickxason. I think that is true, and under the Walsh-Healey 
law, when determinations are made, a separate determination is made 
for wool clothing and for cotton clothing, so that there has never been 
anv attempt to bring them together through the application of the 
Publie Contracts Act. 

Senator Futsricutr. Do vou think a national wage, the uniform 
wage in your industries, tends to disperse industry? Does it encour- 
age development of industry in Oklahoma, for example? 

Miss Dickason. In the clothing industry there has not been the 
tendency for dispersal that there has been in the cotton-garment in- 
dustry. I think the reason for that is not related to wage rates—it 
could not be because there would be more inducement to re-move, 
I would say, where the wages are high—than in the lower-paid indus- 
tries. 

The lack of dispersal is related to the supply of skilled labor where 
you can find people who know how to do the skilled operations and the 
time it takes to train them in new localities. 

In the cotton-garment industry and the shirt industry particularly, 
the existence in the organized shops of a prevailing average wage for 
the operators of around $1.15 or $1.20 an hour, has certainly not inter- 
fered with the opening of new plants in the South. There are plenty 
of shirt plants in the South that pay the same wage rates and pay the 
same piece rates and the workers earn the same money as in the North. 

Senator Capenarr. What percentage of the folks you represent are 
women? 

Miss Dickason. About two-thirds. 

Insofar as the garment industries are concerned, certainly there is 
no need for amendment of the Publie Contracts Act to secure ample 
quantities of supplies for the Government. Whenever invitations are 
issued for bids, there are anywhere from six to a dozen times as many 
pants, shirts, or other items offered as the Government has invited 
bids. They invite bids for the manufacture of 1 million pairs of 
pants. There can be offers to manufacture them 12 million or 9 
million. There is certainly no difficulty in getting them made. 

The lack of adequate minimums in emergencies, however, might 
very well create a shortage which would make it difficult for the Gov- 
ernment to get supplies for the Armed Forces. 

That situation did develop in the later years of the war, 1944 and 
1945. The fair labor standards minimum at that time was 40 cents 
on wool trousers. Wool trousers more commonly manufactured in 
men’s-suit plants and separate trouser plants, and not in work pants 
plants, because the margin of profit was greater on wool trousers and 
the bids came in from the work-pants factories where the wages were 
lower. The work-pants factories got filled up with work trousers. 

Then when the Army needed cotton trousers, it was difficult to find 
firms to make them because the construction of the cotton trousers 
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and the woolen trousers is different. One is a single-needle job and 
the other is a double-needle job. 

Where you have different wage structures in different branches of 
an industry, unless you have minimums which reflect the differences 
in those wage structures, you are apt, in an emergency, to get a dis- 
location of the kind I have mentioned, and then actually come up 
with a shortage, and find difficulty in securing what you need. 

There has been some discussion in connection with these amend- 
ments of their effect upon the location of new plants. Of course, in 
the garment industry there have been a great many new plants 
opened throughout the Southeast and the Southwest. 

As to whether or not Government contracts should be made in new 
plants, the question might be raised—the Government wants good 
quality because those garments are used under conditions of strain. 
The supervision requirements being high, it is somewhat difficult to 
break in a plant foreman and get the quality of work the Government 
desires. 

Now, the question that. might be raised is as to whether, if an 
industry loses 3 or 4 million of its customers, Is it of benefit to anybody 
to have new plants opened in that industry to make these garments? 

Where you have new plants opened to make Government work, 
then that work does not go into the established factories, whether those 
factories are in the East. j in the South, or where they are. It just does 
not go to the established factory where there is bound to be some 
unemployment because the people who bought their output, many 
of them, are in the Armed Forces. 

To get dislocation in the established areas and the area particularly 
where the suits are manufactured, the average age of the employees 
would be 45 and 50 years old. W here people “have spent a lifetime in 
that industry, they know that industry at the age of 50, and the 
average age is 45 to 50; many of those workers are 55, 60, and more, 
and if they are out of work they are not going to find it very easy to 
get employment in some other industry, so they are out. 

Where the new plant is established, whether it be in Arkansas, 
Tennessee, or even in Pennsylvania—it does not matter where that 
new plant is—if that new plant is established on Government work 
only and if defense requirements for any reason decline, then that 
particular factory has no place established in the civilian market and 
the town that welcomed that factory, which may have built the factory 
free of charge to the employer—the town may have paid for it and 
built it up—the town adjusts to the existence of the factory; new cafes 
are opened; perhaps they pave the streets and so on—then if this 
factory has no relationship to the civilian market, you can have just 
as much of a ghost town as where the factory opened up. Therefore, 
you get a double harm from a new plant opened solely to manufacture 
Government clothing. 

I would like to make this comment with relation to the proposed 
amendment and make the comparison with the terms of the Bacon- 
Davis Act. 

The Bacon-Davis Act provides, of course, for the establishment of 
prevailing wages for construction workers to put up buildings. 

Now, if a post office is to be built for Philadelphia, Pa., or Atlanta, 
Ga., it must be built in Philadelphia or in Atlanta. The post office 
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will not do the people in Philadelphia any good if it is located in 
Kansas. The post office must be where the people are who are going 
to use it. You can only build that post office in one place. The local 
labor supply would be used to build that post office. The Bacon- 
Davis Act was intended to take care of that kind of a situation, to 
provide for the established payment of the prevailing minimum in the 
area where the work had to be done. 

Now, on manufactured products there is no one location where the 
work must be done. A shirt on army contract can be made in any 
one of 43 States in the United States. I believe there are five States 
which do not have any shirt factories; but most of them do. So there 
does not seem to me to be any direct comparison between the pur- 
poses of the Bacon-Davis Act and the purpose of the Public Contracts 
Act. 

Senator Futspricut. Miss Dickason, you are arguing about the 
desirability of the original provision, which is perfectly valid, but I 
do not see how you interpret the language that is written to that effects 
The language itself mentions the locality. Do you not think you 
ought to amend the bill if you disagree with the purpose of it? 

Miss Dicxason. I think the locality in the United States would 
mean the 43 or 44 States where they are made. 

Senator Futspricut. You have read this Walsh-Healey bill? 

Miss Dickason. Yes, sir; I have. 

Senator FuLtsricur. It says, “The industries currently operated 
in the locality in which the materials are to be manufactured.”’ 
Perhaps you can make an argument that that is too narrow a pro- 
vision, but that is the provision, is it not? Do you not believe in 
following the law as it is written? 

Miss Dickason. Senator Fulbright, I will leave those matters to 
the lawyers. 

Senator Futsriautr. That is the matter under consideration. It 
is not whether or not that was wisely drawn or not. At least this 
amendment seeks to underline that language in the bill itself on the 
theory that the Secretary has misinterpreted that language by ex- 
tending to the United States the word “locality.” Does the word 
“locality”? mean the same to you as “the United States’? 

Miss Dickxason. I think so with regard to a manufacturing in- 
dustry that is active throughout the United States and has a national 
market. I can see no other locality. 

Senator Futspricur. You can see no other locality, although the 
same word “locality” in the Davis-Bacon Act means Philadelphia, for 
example. 

Miss Dicxason. I would have to read specifically the language of 
the two together and then I would still let an attorney decide what it 
meant. 

Senator Fu.tBricut. I do not know that the attorneys have any 
monopoly upon interpreting the English language. You use it as | 
do and as do ordinary people. The word “locality” ordinarily means 
the same in both instances; that is, a particular community. 

You do not ordinarily then use the word “‘locality’’ when you are 
referring to the United States, do you? 

Miss Dicxason. No; but if the Army let contracts to 50 firms and 
they located all the way from Maine to Georgia, and on west, and they 
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determine the daily minimum for the locality in which the shirt is 
made, I know no other locality except the country as a whole. 

Senator FutBricur. If we make 50 post offices and they are in 50 
different States, you say the same thing? 

Miss Dickason. No; because each post office can only be made in 
one specific place, whereas there is a possibility that any one of those 
50 shirt contracts that might be awarded might not be awarded in any 
one of those particular 50 places, but might have been awarded in 
50 other places. 

Senator FuLBricgut. When they are awarded, they are made in a 
particular locality, are they not? 

Miss Dicxason. After they have been aw arded, yes. 

Senator Caprnart. What you meant to say is that the post office 
can only be used in one place, rather than made? 

Miss Dickason. They can only be used in one place, can be built 
in one place, and the work performed in one place. 

Senator FuLsricur. You would go so far as to say that Congress 
used this word in a very odd way when they used the word “loc ‘ality’ 
meaning the United States? Would you have chosen that word if you 
were seeking to convey the idea that there should be a single national 
wage? 

Miss Dickason. I would not care to comment on the language 
commonly used, but I would only say since we have had the law in 
effect 16 years in the garment industry I see no harm it has done to 
any single factory and I have observed much good from it. I believe 
that the law has been interpreted and applied in accordance with the 
intent of Congress. 

Senator Capenart. I am not arguing the merits or demerits of it. 
I think there is no question but what the Congress meant “‘locality”’ 
to mean “‘locality.”’ 

They may have been wrong in what they did, but the conditions 
16 years ago were not the same as they are today, but I think we 
should mean “loc ‘ality’? or we should change the law to read as the 
Secretary interpreted it. 

I do not think there is any question but what the Congress at the 
time meant “locality,” but of course 16 years ago conditions were 
not what they are today. 

Miss Dickason. No; but if we do not maintain some standards for 
the protection of workers in American industry, they can perhaps 
not get as bad as they were in 1936 and 1937, but they can go pretty 
far in that direction. 

Senator CaprHarr. We are not arguing the merits of whether your 
position is correct or not, but what the Congress meant 16 years ago 
and what the language means. 

I do not think there is any question but what at that time they were 
talking about localities, 

Now the question is, in 16 years have we outgrown, as a result of 
the Government spending billions and billions of dollars, that inter- 
pretation? I think that is the point of argument. 

Miss Dickason. In Washington I think in 1936 at the time the 
Public Contracts Act was under discussion in Congress, I know Mr. 
Sidney Hillman, who was at that time the president of the Amalga- 
mated Clothing Workers, took a very keen personal interest in this 
bill. All of us who were interested in the passage of this bill in 1936 
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thought that the bill was being passed by Congress and that it did 
mean that wages would be fixed on an industry-wide 
national market existed. 

That is what we thought law meant at the time the law was passed. 

Senator Capenarr, When the law was passed I doubt if the Federal 
Government was spending as much as $1 billion a vear for procurement. 
Today the Government is spending at least $50 billion or maybe 
more. Conditions are entirely different today than they were in 
1936. 

Miss Dickason. While the Government may be spending a great 
deal more, the effect of that spending on the industry is not radically 
different. The situation in 1936 was that only a very few firms 
received Government contracts in garment industries and it got to 
be a commonplace observation that a firm which took a Government 
contract was on the way to bankruptcy, except for those few who 
worked on them steadily. 

With the severe competitive bidding and no limitation on wages, 
the prices were far below cost in many cases. I may say to you gentle- 
men that is exactly what is happening in the garment industry today. 
I think the garment industry is the only industry so far as T know in 
the.United States where both employers and workers are subsidizing 
the United States Government. 

1 regret to say that I have recently had personal experience with 
several situations where firms have taken Government contracts and 
have then wanted, in order to come out even on those Government 
contracts, to come out whole, have wanted to reduce wages at a time 
such as now when the cost of living is going up so rapidly. And those 
particularly in the cotton garment branches where the prevailing 
wages were low to start with. So that the background for this law 
was exactly the situation where, due to uncontrolled competition, 
wage rates were being closed down and firms still going into bank- 
ruptey, it appeared that something should be done and that firms 
should not have the privilege of enjoying Government contracts if, 
in order to secure them, they had to and did break down the prevailing 
labor standards in the country. 

Senator Capenarr. It is a two-edged sword. For example, if a 
man in Government wants | million handkerchiefs and one plant is 
paying $1 an hour to its employees and another is paying $1.50, it 
goes without saying that the fellow paving $1 will get the contract. 
It isa two-edged sword, you see. 

You hurt people both ways. If one is paying a dollar and he gets 
all the business, the fellow paying $1.50 gets none and he has un- 
employment. 

Miss Dickason. At present what we would do would be to find 
out the prevailing minimum in the handkerchief industry. If that 
$1 was the prevailing amount, those firms would get it. But you 
would not then cut the firm who was paying $1. You would not 
induce that man who is paying $1 to pay 75 cents. That is the 
problem. 

Senator CapEHAR?. It is a two-edged sword and it works both ways 
and it is a question of what is in the best interest. Whether it is to 
the best interest to have these wages set nationally or locally. I 
think what we are arguing about here is the original law, as to whether 
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it should be local or national. If the best interest is nationally, then 
I think we ought to change the law. 

Miss Dicxason. If it is set on a local basis, even in the South we 
are going to have a very serious problem because if certain firms within 
the State are paying wages which are comparable to wages prevailing 
in the industry, but there are other firms 100 miles away that pa) 
no one more than 75 cents an hour, and the Government puts its 
stamp of approval on the 75 cents, certainly that is going to have the 
effect right within a given State, such as Mississippi, or Alabama, it 
will have exactly the effect of bringing down the wages in the firm 
that now pays better wages. 

Senator Carrnart. The effect will not be to bring down the wages; 
the effect will be the fellow who is paying the most wages will lose 
the business and his people will be unemployed. If you have a con- 
tract with that firm, you are not going to permit the wages to bi 
lower, so he loses the business, does he not? 

Miss Dicxason. Unions do not exist in a vacuum. Over a period 
of time unions have to adjust themselves to the prevailing situation 
If the Government adopts a policy that forces wages down to a 75- 
cent minimum, the union wage scales would unquestionably be 
affected by those Government polici ies. 

Senator Carpenartr. Over the long run [ think they would. They 
would not be very quickly, but over the long run they would be. 

Miss Dickason. It would be a great disaster for the people of this 
country if any action were taken by Congress which gave the impres- 
sion that any wage above 75 cents an hour was sinful and a disgrace 
to receive, and that is certainly the impression that would be created 
in the garment industry. 

The effect here of locality fixation of wages would be to drive down 
wages toward 75 cents, and then to create the greatest sweat shop and 
the most terrific pressure for production toward the 75 cents that this 
country has ever known. I would say that this industry now, with 
its high-speed machines, is one of the most nerve-wracking industries 
for a person to work in, either a man or a woman. 

Today we have machines that operate at 5,000 revolutions a 
minute. They are very high speed, high tension machines. With 
engineering methods that say you must produce so many, a thou- 
sand a day, to earn 75 cents or 80 cents, then you bring the level of 
competition down to exactly the 75 cents and then the competition 
comes on the degree of speed-up. 

The women would not be working in their factories; they will be 
home with nervous breakdowns with that kind of a situation, which 
is exactly the kind of thing this locality amendment can bring. 

I think that concludes all I want to say. 

Senator Futsricur. Thank you, Miss Dickason. 

Mr. Reporter, for the record, I wish to insert in the record at th: 
end of this testimony today a letter from the Southwest Manufac- 
turing Co., of Little Rock, addressed to me, and a letter from Con- 
gressman John F. Kennedy, addressed to Senator Maybank pertain- 
ing to these amendments. (See p. 2742.) 

Also for the record I wanted to state with regard to the question 
about the provisions of the Walsh-Healey Act, that the provision is in 
section (d) that no male person under 16 years of age and no femal 
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person under 18 years of age is the actual provision that we dis- 
cussed. 

Mr. Weinberg, you are next, I believe. 

Mr. Weinberg, I notice you have a very long statement. Do you 
think you can summarize it for us and put the complete statement in 
the record? 


STATEMENT OF NAT WEINBERG, DIRECTOR, RESEARCH AND 
ENGINEERING DEPARTMENT, UAW-CIO, ACCOMPANIED BY 


PAUL SIFTON, NATIONAL LEGISLATIVE REPRESENTATIVE, 
UAW-CIO 


Mr. Wernserc. I was about to say we would like to submit the 
whole statement for the record. 

Mr. Sifton, our legislative representative who is with me, will sum- 
marize some of the high lights of it. I have a very bad cold, as you 
ean probably hear. I will be with him to assist him in answering 
questions as they come up. 

Mr. Sirron. Mr. Chairman, on the point that was being discussed 
a moment ago regarding the matter of locality, I would like to call 
attention to a statement at page 96 in the Government’s brief in the 
Lukens case. It is stated that: 

In the case of Connolly v. General Construction Co., the court held that the 
Oklahoma criminal statute requiring payment of not less than the current rate 
of wages in the “‘locality’’ where work is performed under State contract involved 
a denial of due process because of the vague and uncertain boundaries of the unit 
within which contractors were required to apply the wage standard. According 
to the court it was impossible to tell ‘‘what areas constitute the locality’”’ and the 
word is “elastic and dependent upon circumstances.” It would seem to follow a 
fortiori that an administrative agency is possessed of the power to define the term 
to meet the needs of a particular statute. 

Senator Futsricut. I agree with you, Mr. Sifton, that that is too 
vague and all my amendment seeks to do is make it specific and under- 
standable, exactly what it means. 

Mr. WernBera. I want to supplement what Mr. Sifton just said. 
Any administrative agency confronted with the practical realities of 
the economic world has to define “locality,” “region,’’ or whatever 
term you use. 

I notice in your statement, Senator Fulbright, that you refer to the 
Wage Stabilization Board’s General Regulation 9. You may be 
interested to know that the Board has adopted Resolution No. 59 
interpreting another one of the regulations—I believe it is General 
Regulation 13—where the term “area’’ is defined to include a labor- 
market area, a region, or Nation-wide. 

| would like permission to insert a copy of that resolution in the 
record when I can get one for the committee. 

Senator Futsricut. Very well. 

(The resolution referred to follows:) 

Text of Wage Stabilization Board Resolution No. 59 headed “Instructions to 
staff and regional boards for applying GWR No. 13”: 

_1. In passing upon requests for approval of fringe adjustments under GWR 
No. 13 submitted on the basis of comparable “area practice’”’ or “industry prac- 
tice,”’ the Board will use as a standard for comparison the practice of that grouping 


of establishments most appropriate to the preservation of historical, traditional, 
or otherwise normal patterns of adjustment. 
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2. ‘Area practice’? means the practice prevailing in varied industries withi, 
a particular local area, or in a geographic section, or Nation-wide, as the Board 
deems most appropriate. The standard of area practice will normally be used as 
the standard of comparison for the requested adjustments. 

3. “Industry practice’? means a substantially uniform practice followed by 4 
number of establishments in an industry operating in a particular local area, 01 
in a geographic section, or Nation-wide. The standard of industry practice ma 
be used in appropriate cases for a plant which is considered to be a part of t! 
particular industry. 

4. As a general rule, a prior Board determination of “industry practice’ wil! 
uot be affected by any adjustments subsequently approved on the basis of “area 
practice,’ likewise, a prior Board determination of “‘area practice’’ will not !y 
affected by any adjustments subsequently approved on the basis of “industry 
practice. 

(Note point 2 where “area practice” is defined to include Nation-wide practice 
where the Board deems it appropriate.) 

Mr. Weinserc. The question is not an abstract one of definition 
of “locality.” Actually the purpose of the act, which is to protect 
employers observing fair labor standards against unfair competition, 
cannot be accomplished if the definition which you propose is written 
into this act. In that case, a competitor in one town who had paid 
75 cents an hour to his workers could not be deprived from getting 
Government contracts even though every other employer in his in- 
dustry pays no less than $1.50 an hour. You cannot keep out of 
competition the employer maintaining substandard labor conditions 
if you let the isolated employer, the only one of its kind in a communit) 
set his own minimum wage, and in spite of that low minimum wage, 
permit him to get Government contracts. 

Senator CaPpEHART. Are you not making the same arguments for 
this situation that we made on the basing-pcint legislation? 

Mr. Wernserc. | do not see the analogy, sir. 

Senator CapEHART. Are you sure you do not? 

Mr. WernperG. I am quite sure I do not. 

Senator CapeHART. It seems to me that if vou are going to pay the 
same wages everywhere—which in reality is what you are arguing for- 
that you come up with about the same selling price, do you not, for 
everybody? 

Mr. Werneerc. Not necessarily. There is such a thing as a profit 
margin. We might turn that around and say if labor is going to be 
asked to subsidize the industrialization of some of the less industrial- 
ized areas it might be of equal merit to call on industry, United States 
Steel, for example, to sell steel at a lower price and to have the railroads 
charge them less for transportation, and so on. 

Senator CapeHArt. I can see the merit of your argument, but | 
am wondering if you inn mak wachdee the same argument in this case 
as we who talked about the basing point were making i in that instance 

Mr. Werinsperc. The basing-point issue is different, Senator. 
That is a conspiracy by industry in defiance of the basic principles 
of our antitrust laws, not to compete with each other. That is not 
the situation here. What we are seeking to do here is to preserve the 
Walsh-Healey Act which prevents unfair competition. What the ac- 
tion against the basing point represented was an attempt to destro) 
unfair lack of competition. 

Senator CapeHart. In reality what you are saying in this instance 
and I am not arguing against it, you understand—you are saying 
that everybody who makes pants should at least pay the same wages 
as determined by the Secretar V of Labor? 
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Mr. WernsBere. If it wants the privilege of Government contracts, 
it should pay the pre vailing minimum. 

Senator CapeHartT. That is, pay the minimum wage as determined 
by the Secretary of Labor? 

Mr. Weinsperc. That is right. 

Senator Futsricut. Mr. Weinberg, you are talking about labor 
subsidizing these contracts. The people who obtain jobs in these 
new plants do not feel they are subsidizing anybody. They usually 
get a good deal more than they have been getting, or they have a job 
at least, which is partic ularly important in those areas that have 
shown some growth in the last few years. 

You think because the worker in a plant in Little Rock, which was 
cited this morning by Mr. Carey, is being mistreated because he 
does not get as much as the one in New York City, but that worker 
and all of them feel they are being very well treated when they come 
from some job paying 75 cents, or from no job ac all, and they get $1.10. 

Mr. WernperG. We speak, Senator, for hundreds of thousands of 
people in the low-wage areas, they pay dues into our unions in order 
to help raise their living standards. 

I may sav that when we negotiated with General Motors to get 
the same rates in Malvern, Ark., that we get in northern foundries 
operated by General Motors 

Mr. Strron. In Bedford, Ind. 

Mr. WertxnBerG. Yes. There was no opposition from our people 
in Malvern, Ark., to our negotiating for those rates. The fact that 
the less industrialized areas have been very rapidly industrialized 

Senator Futsricur. You have to first get them in Malvern. It 
was not long ago when there was not a plant in Malvern, Little Rock, 
or any place else. 

Mr. WeinsperG. They agreed to pay the ‘same rates. General 
Motors did not go into Malvern because of the cheap labor there 

Senator FuLBricgur. When you once have a factory started, I have 
no objection to your getting them to pay anything they can stand, 
but the whole economy, including the workers, is very interested in 
having opportunities to work in ‘the South. 

Now, all during the thirties the prevailing opinion was that-—we 
in Arkansas were often referred to as economic problem No. 1—and, 
of course, evervbody knows our per capita income is somewhere 
around half of what it is in New York and Connecticut and the peo- 
ple there feel they ought to. have a fair shot at getting industries. 

It is exactly the same underlying argument that we had on freight 
rates. For 50 vears you people i in New York rigged the freight rates 
so we could not start any er industries. I do not mean you, but 
your representatives in the Government. They were able to main- 
tain that differential so we could not have industries. We are just 
now breaking it down. That is one of the very great contributions 
to this recent development of industry, the more favorable freight 
rate. There are several factors. 

I do not maintain that the wage rate is the only factor at all. It is 
just one of several. Now that there is a slight increase down there, 
we would hate to see it cut off. We think it would be to the benefit 
of the Northeast in the long run. 

Senator CapeHartT. Do you receive the same wages in Bedford 
that vou do in Arkansas? 
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Mr. Wernsera. That is right. 

Senator CaPEHART. You come up with the same costs on you 
product? 

Mr. Wernpera. That is right, because labor in Arkansas is us 
efficient as it is elsewhere in the country 

Senator Carrenart. If Arkansas is going to compete, then, in th 
Chicago or Detroit market, they will have to be permitted to equaliz. 
the freight rate, will they not, with Bedford? 

Mr. Wernsera. We understood for many years that the South was 
faced with discriminatory freight rates. We were in favor of removiny 
that kind of discrimination which we thoroughly understood was 
hampering industrialization of the South. We favored industrializ.:- 
tion of the South for sound economic reasons and I might say fo 
sound political reasons. 

Senator Caprenart. I do not think anybody questions that. 

Mr. Wernsera. I think it is very important to know that eve: 
though national income per capita in the South today is lower than 
it is in some parts of the North, there has been very great progress 
in narrowing that differential and that progress has been made whil 
the Walsh-Healey Act has been operative. That progress has been 
made because northern industry, when it goes to the South or an\ 
locality, is not looking for cheap labor, but for efficient labor and we 
will document that on the basis of studies for which southern em 
ployers supplied the information. 

Senator Capenarr. If you are going to get decentralization 0! 
industry and equalization of wage rates throughout the Nation, you 
will likewise have to give the sellers the right to equalize transportatio: 
costs. 

Mr. Wernsera. I thoroughly agree. 

Senator CapeHarr. | do not see how you can do it on any othe: 
basis. 

Mr. WernBerG. I thoroughly agree, Senator. 

Senator Capenart. If you are going to build in New Mexico o: 
Arkansas, for New York plants and pay the same wage rates in Ney 
Mexico and Arkansas that you do in New York City, New York wil 
get all the business because customers will not pay the freight rat: 
from Arkansas and New Mexico. 

I think both of them go hand in hand. I think you are interest: 
in both. Then I think you will get a real decentralization. 

Mr. Wernserc. We think that the question of equalization, bot! 
of freight rates and other labor rates, is very important. It is a ques 
tion of whether the equalization should be downward or upward. 

Senator CApEHART. I have never been able to sell a man who di 
not have any money. 

Mr. Srrron. On this matter of locality, our position is stated quit: 
simply. It is that the Secretary of Labor for the past 16 years has 
applied the word in a realistic manner and has been upheld and al- 
firmed by Congress in the past 16 years in his application. We fe: 
that, properly “applied, it is coextensive with the eoeeperaees that 
exists in the industry, whether that be Nation-wide or less tha: 
Nation-wide. 

Senator FuLsricut. We have been called to the floor for a vote, =: 
it will be necessary to take a short recess. 

(Whereupon the committee recessed.) 
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Senator Fu.tsricut. Proceed Mr. Sifton. 

Mr. Sirron. I hope we may be given some credit for the elapsed 
time in our presentation. We have two more witnesses for the paper 
workers and for the shipyard workers who will take time for a short 
statement. 

1 would like to run briefly through some of the highlights with par- 
ticular attention to one section of our prepared statement. 

As we see it, these proposed changes in the Walsh-Healey Act would 
require the Secretary of Labor to determine as a legal minimum wage 
in any industry in any community, the actual wages paid, no matter 
how low. But not below the 75 cents of the Fair Labor Standards 
Act, no matter how oppressive to the workers, no matter how unfair 
to competing emplovers. 

Second, they would impose upon the Secretary of Labor the impos- 
sible administrative task of determining a separate legal minimum 

wage for every community no matter how small, in which there are 
any operations of any given industry no matter now scattered geo- 
craphically. 

Third, 1t would subject every order, determination, investigation, 
finding, rule and interpretation of the Secretary—with the significant 
exception of exemptions from the act’s requirements—to lawsuits 
which would delay and could completely block administration of the 
act. 

Fourth, it would completely remove from the coverage of the act 
50 percent of all Government contracts under present defense emer- 
gency conditions and an even larger proportion under normal con- 
ditions. 

The circumstances under which we appear before your committee 
today to testify on these far-reaching amendments are somewhat 
confusing. The form, the forum, and the substance do not seem to 
fit together. 

In substance we are here to protest and to block, if the facts and 
arguments presented are persuasive with this committee, an attempt 
to repeal the Walsh-Healey Public Contracts Act. 

Senator FuLpricut. These amendments do not repeal the act at 
all. 

Mr. Sirron. We respectfully submit in the prepared statement 
that we file with your committee that in effect they not only repeal 
the act, they go further than that and do worse than that in that they 

urn the act inside out and set up a system whereby an advantage 
is given, a monopoly in effect is given to the cutthroat sweatshop 
operators to get the Government business and to ke ep the fair shops 
out of competing effectively for Government contracts. 

That is the position which we hope we have documented with some 
persuasiveness in our statement as it is filed with the committee. 

The forum before which we appear to discuss this basic item of 
labor legislation is not the Labor and Public Welfare Committee but 
the Banking and Currency Committee. 

The form in which the issue of repeal of the Walsh-Healey Act 
arises is & proposed amendment to the Defense Production Act pur- 
porting to “amend” the Walsh-Healey Act. 

To add a paradox to the confusion, the sponsor of these amendments, 
which in effect would use Federal law and funds to Balkanize the wage 
structure of the United States, is also the sponsor of the Fulbright Act 
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which seeks—and by the way, Senator, I want to give you all honor anc 
credit for that act which has made your name immortal in internationa! 
affairs. This act, the Fulbright Act, seeks interchange of students to 
advance the idea that the peoples of all nations live in one world and 
should learn cooperation among free men so as to live in peace. 

No one who examines these Fulbright amendments to the Walsh 
Healey Act can doubt that their practical effect is repeal. In fact, 
they go further than that. They would turn the Walsh-Healey Aci 
into its exact opposite. 

Instead of protecting workers against the sweatshop wage levels 
maintained by a minority of grasping and unconscionable e mplovers. 
these amendments would aid, abet, and encourage such employers to 
continue sweatshop wages where they now exist and to spread them to 
new localities. 

Instead of protecting employers maintaiming fair labor standards 
against unfair competition for Government work based on substandard 
sweatshop wages, these amendments would give a practical monopoly 
on many types of Government work to those employers who compete 
unfairly on the basis of sweated labor. 

Instead of continuing the well-established tradition of using Govern- 
ment employment and Government work as instruments to raise labor 
standards throughout the economy, these amendments would convert 
Government work into an instrument to depress labor standards to 
new low levels. 

We shall document each of these charges. 

It has been the intent of Congress to establish decent fair labor 
conditions in the performance of work on Government contracts 
On page 4 of our statement we quote from the Supreme Court 


decision one sentence inte rpre ting the act. 


_ This act’s purpose was to impose obligations upon those favored with the 
Government business and to obviate the possibility that any part of our treme: 
dous national expenditures would go to forees tending to depress wages al 
purchasing power and offending fair social standards of employment. 

Under the Fulbright amendments the Government would have no 
choice but to deal with sweatshops whenever such shops were able, 
on the basis of their substandard wage levels, to file the lowest bid 
The possibility which the Walsh-Healey Act seeks to avoid, that 
national expenditures might go to forces tending to depress wages 
and purchasing power instead of defending fair social standards of 
employment, would under these amendments become an_ over- 
whelmingly strong probability. 

Now, since the entire statement has been filed for the record, I will 
omit for the question of time, our section IT and ask the committee 
to turn to section IIT at the bottom of page 10. 

Under the proposed amendments, the Government would be forced 
to reward runaway shops by awarding them contracts. The clea 
intent of Congress by passing the Walsh-Healey Act was to maintain 
fair labor standards as established by employers themselves in fair 
competition, one with another. The clear effect of the Fulbright 
amendments is to exert pressure on all fair employers to drive thei 
wage rates down to the sweatshop level, by forcing them to eompete 
with the sweatshops for Government business. The amendments 
would not only freeze law- wages in areas where they are already low 
but would encourage unscrupulous employers to seek out the civil 
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subdivisions in which they could establish their own sweatshop mini- 
mums and thus tend to drag down wages in the entire industry 
Whole industries would be thrown back to the dog-eat-dog base of 
the 1930’s, the very conditions which necessitated passage of the 
Walsh-Healey Act. 

That can be the only effect and result if Congress accepts the propo- 
sition to divide this country up into thousands of minutest possible 
localities ‘‘city, town, village, or other civil subdivision,’’ each with 
its own local minimum wage for each separate industry. In thousands 
of such “‘localities,’’ where there may be only one employer belong- 
ing to a particular industry, the only effective minimum to which he 
must adhere would be the minimum which he himself chooses to pay 
And on that basis, he would be able to compete with all other bidders 
on Government contracts so as to pull their wage rates down 
his level. 

This is of interest to the members of the UAW-CIO. ‘To illustrat 
the absurd and illogical determination that would result from the 
application of the Fulbright amendments, an employer located in 
Detroit who now does not qualify under the Walsh-Healey Act because 
his minimum wage rate is below that of other employers in the Detroit 
area, could qualify under the proposed amendments if he moved 
across the street to become the only producer of the product. in 
Hamtramck or Highland Park, two small se parate cities completely 
surrounded by Detroit. This is not unique in the city of Detroit 
There are many towns that grew this way and which have these 
towns within the larger cities. 

Under the proposed amendments, the Secretary of Labor would be 
required to establish a prevailing minimum — for Hamtramek, 
another for Highland Park and a separate one for Detroit. Even 
though the prevailing minimum in Detroit might be $1.50 an hour, 
the Secretary of Labor would have to determine that the prevailing 
minimum wage for Hamtramck and Highland Park is 75 cents per 
hour if that is what the employers who become the sole producers it 
Hamtramek and Highland Park choose to pay. 

Senator Funsricnr. Is there any difference now between Ham- 
tramek and Detroit? 

Mr. Strron. It depends on the product. What product? 

Senator Futsricur. | thought they were more or less the same 
community and similar standards. Wage standards and othe 
standards. 

Mr. Strron. If there is some new part for a jet engine, for instance 
and a man wants to bid on that, he might move into Hamtramck as 
the only one operating in Hamtramck and set a wage and say that 
that was the prevailing minimum wage. 

Mr. Wernserc. Hamtramck happens to be a large Polish commu- 
nity to which a considerable number of displaced persons have come 
in recent years. It would be easy for some unscrupulous employer: 
to take advantage of the unfamiliarity of these people with labor rates 
in the general area and get them for substantially less than the wage 
in the general area. If he were the sole producer of his product. in 
Hamtramck, his rate would be the prevailing minimum wage in that 
community under the amendments as proposed. 

Senator FuLtsricur. I do not think that is possible at all unless vou 
have a very strange Secretary. 


© 
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FP Mr. Weinperc. He would have no choice under the amendment. 
He has to establish a separate minimum wage for each civil subdivision. 
Hamtramck is a civil subdivision. One fellow in my office raised th: 
question of whether a precinct was such a subdivision. 

Senator Futpricut. Are the rates different in Hamtramck, today 
compared with Detroit? 

Mr. Wernpera. It would depend on the product. There are auto- 
mobile plants in Hamtramck who pay the same as in Detroit. 

I do not know what the comparison would be between sausage 
factories. 

Senator FuLpricur. You live out there, do you not? 

Mr. Wetnpera. I do but we are not talking about situations that 
exist but one which would exist if these amendments became effective 

Senator Fuutsprieutr. | thought you were talking about a situation 
that exists. 

Mr. WernserG. No; we are talking about a situation that these 
amendments would create. These amendments would create a very 
powerful incentive for a producer who wants to take advantage of 
workers incapable of protecting themselves, to find a community 
where there is no other producer in his industry, to pay him as little 
as he can get away with and then the Secretary of Labor has no choic: 
but to determine that that minimum wage paid those workers is the 
proper wage for that area and then that employer would be on a 
parallel with all other employers even though they paid twice and 
three times what he paid in their eligibility for Government contracts 

Senator Futsrieutr. I think your imagination has led you com- 
pletely astray from the ordinary interpretation. 

Mr. Wernpera. There is no other interpretation which can |b 
placed on this language. 

Mr. Sirron. We also get into another difficulty, Mr. Chairman 
We are talking about an amendment to emergency legislation to last 
for 8 months, but the amendment to the 8 months’ bill is from now 
on. It is a permanent amendment of the Walsh-Healey Act, hitched 
onto an 8 months’ emergency bill. In a fairly tight labor market, 
the likelihood of this maneuver from one political subdivision might 
be somewhat less than it would be in a loose labor market when ther 
are millions of unemployed competing with one another for jobs. 
Then the menace of this possibility would be extremely real and the 
workers’ necessity would become as was said in 1937 when we dis- 
cussed the minimum wage law, a hunting license for the unscrupulous 
employer who back in those days in 1937, was getting women workers 
in the city of New York to work more than 40 hours for $2.50 a week. 

I mean we can go down quite a way here. You say the 75 cents in 
the Fair Labor Standards Act is a floor, but the pressure would be on 
that, and these Government contracts would put an additional weight 
on the floor of the 75 cents. The whole thing might go clear through 
to the basement. That is what we are particularly apprehensive 
about. 

Senator FuLsricut. You understand, Mr. Sifton, there is nothing 
whatever to interfere with any amendment or change being sought in 
the Fair Labor Standards Act or this act, before the Committee on 
Labor. They are perfectly at liberty to put in any amendment or 
entirely rewrite the law if they want to, and they could put in the 
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interpretation which you think is a proper one to be made by the 
Secretary. 

All this committee is attempting to do is to make this bill just what 
it was intended to be. 

Mr. Strron. Mr. Chairman, I appreciate that advice. We are 
quite content with the statute as it is. As far as preventing action is 
concerned, as I understand it, this train is leaving the station Wednes- 
day morning. It is going to the Senate floor on Wednesday morning 
and unless we can appeal to this committee, these amendments, these 
permanent changes, this permanent, in our opinion, emasculation or 
repeal of this law is going to be on that train when it moves out of the 
station Wednesday morning. 

Senator Fu.tsricut. It will not be unless a majority of Congress 
and the President are willing for it to be changed. If there is no more 
reason for it than you think it hs as—you are quite sure, are you not, 
that it will never get anywhere? 

Mr. Strron. I hope these amendments will not be on the train when 
it leaves this committee. That is why we are here today 

Mr. WernperaG. As far as the President is concerned it seems that 
this puts him in an unfavorable position. He is confronted with the 
defense measure and he is confronted with a rider on the bill that would 
cause him to wipe out a basic piece of labor legislation which has not 
been given consideration by the committee of the Senate which is pre- 
sumably expert on labor matters. 

Senator Futsricutr. This committee has full jurisdiction over sta- 
bilization, prices, and controls. That is what it is charged with. Cer- 
tainly the whole import of what vou have been saving is not that the 
effect of this is to help control inflation or help control prices. It has 
all been the other way. 

You regard it—and I think under the setting in which it was passed 

was quite properly one to increase wages. 

That is why it was adopted and without much opposition. Now 
the problem is a little different, as you have just st: ated. There is a 
tight labor market, there is an inflationary period. That 1s the whole 

ason it is before this committee and why it is being considered. 

Mr. Wernpera. This is not to raise wage rates. 

Senator Futsricut. That is the whole purpose of it 

Mr. Wernsera. In the aircraft industry, to give you one example, 
the Secretary of Labor determined a minimum wage of $1.05 per hour. 
Based on the data before the Secretary at that time—the BLS data 
which was about a year obsolete at the time he made his determina- 
tion—the effect on the total wage bill of the industry, assuming all 
of the employers studied, had sought Government contracts and 
raised their wages to the level to meet that determination, would 
have been 1 percent of their payroll. There is certainly no question 
about the necessity of raising the minimum to the employers. If he 
wants the privilege of Government contracts, he should be willing 
to come up to what other employers in their practice have determined 
to be fair and reasonable. If he does not want Government contracts, 
he can continue to pay the minimum requirement of the Fair Labor 
Standards Act. This law raises no wages and this law has no infla- 
tionary effect and I doubt that anybody can show that it has had 
any inflationary effect. ‘The law applies over a great area in com- 
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petitive bidding and as Miss Dickason has told you, the Government 
has been flooded with bids. 

Senator FuLspricgut. Why would*you be interested in it then? 

Mr. WernsperG. We are anxious to protect the standards which 
our people have established through great struggle and _ sacrific: 
This would undermine those standards. Would not raise them a bit 
Not one of our people got an increase over the determination in the 
aircraft industry. All our people were over $1.05 an hour. Bui 
there was a danger of the main customer in the aircraft industry, of 
the work going to those employers who maintain substandard wages. 
That is what we wanted to avoid and that was the purpose of that act. 
Historically the Government has used its economic leverage to 
maintain labor standards and in some cases to raise them. 

Your attention has been called already to the 10-hour Executive 
order of President Van Buren way back in the ,1830’s. The Goy- 
ernment historically has used these things to raise wages. This does 
not do that. This maintains existing standards. 

Mr. Srirron. If we could continue for a few moments more, Mr. 
Chairman. 

Senator FuLBRicHT. You can use all your time, if you want. 

Mr. Sirron. I do not want to shut off our brothers. 

Senator Futsricur. Well, you are shutting them off if you do not 
stop. That is up to you. 

Mr. Strron. If we could have a reimbursement of the time taken 
out, if I could go to 4:30 and they could have 20 minutes more. 

Senator Futsricgut. There was a vote and I could not determine 
that. 

Mr. Sirron. We are getting a very short haircut bere as it is. 
When this law was put on the statute books, there was more than 1 day 
each for the two houses of labor, I am sure. 

Senator FuLsricut. You have all day tomorrow. 

Mr. Sirron. That is the AFL. We are through today. 

Senator Fun BRIGHT. You are not in disagreement with the AFL on 
this matter; are you? 

Mr. Sirron. I have sublime faith that in this issue the AFL is 
going to be on the beam tomorrow. 

Senator FuLtprigut. And, you also had the first day, so you have 
had 3 days. 

Mr. Sirron. We are not an annex to a Government agency, 
assure you, Mr. Chairman. 

Senator FuLBricutr. Some of them think they are an annex to you 

Mr. Sirron. As a matter of fact, if there is an examination of this 
statement we have filed, you will see that we have rather acute 
criticisms of the inadequacy of the prevailing minimums that have 
been set and the regional differentials. And Mr. Weinberg has already 
alluded to the fact that the $1.05 minimum in the aircraft industry 
practically was a great deal of huffing and puffing for very little, that 
the matter of setting a prevailing minimum meant very little. 

Well, the time is so limited that I would simply urge the chairman 
of the committee and the assistants to the other members of the com- 
mittee to examine certain passages of our statement which we think 
answer four questions that have been raised by Senator Fulbright in 
advocating his amendments. 

These four questions are at page 13: 
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Can these differentials be justified by differences in living costs? 

Are they rooted in inherent differences in the productivity of the 
workers involved? : 

Do they foster the industrial development of backward economic 
areas? 

Do they stimulate technological progress? 

Based on the facts, the answer to all these questions is emphatically 
in the negative. 

Senator FutsBricur. Mr. Sifton, I had one specific case. There is 
an aluminum-boat manufacturer in Little Rock who started making 
aluminum boats not long ago. Of course, he has been shut off on 
aluminum. He wanted to subeontract with the aircraft industry to 
make parts, which he thinks with very little equipment he could do. 

He normally could never stand the same wages as we aircraft 
industry because he does not normally have that kind of business. 
Do you think he should have to pay the same wage as ce Aircraft 
or any of the others? 

Mr. Strron. | think he might apply to the sluminum industry to 
give a little subsidy in the matter of furnishing him with aluminum 
before he comes to labor and asks workers to subsidize him in the 
matter of human labor. I mean, why is it always taken out of the 
hides of the workers to get a little mortar started here for these new 
industries. We say certainly he should not expect to take it out of 
the workers’ hides. 

Senator Futspricur. As I understand it, his present wage rates are 
satisfactory. At least they are not sweatshop. He did not tell me 
exactly what they were, but he has been in business in the boat indus- 


try. It is a question of whether his workers have any jobs at all or 
not. I mean if he does not get any Government contracts, they are 
just out of a job. 

If he can maintain them—we will assume his are prevailing wages 
in that community at present, or in the past. What does it take out 
of their hides if they are permitted to go on and have a job at the same 


rate? Why should they have to be raised—I do not know; I am sure 


they would have to be raised something, but I do not know how much— 
that is, not taking it out of their hides, is it? 

Mr. Sirron. I do not see why it is assumed he is so inefficient that 
the only way he can bid and operate and succeed in performance is 
by getting an advantage in the wages. If he is smart enough to stay 
in business, he ought to be able to pay the going wage. 

Senator FuLtpricut. He pays the going rate for making boats, but 
he wants a subcontract mainly because that enables him to get 
aluminum. 

Mr. Werinpera. If he pays the going rate for making boats, he is 
probably in conformity with the $1.05 minimum in the aircraft 
industry. That $1.05 is about 80 cents below what the other aircraft 
firms are paying on the average. He is not going to be deprived by 
paying what others are required to pay. He is still getting an enor- 
mous subsidy in getting this contract and the workers are not getting 
any similar subsidy in meeting their living costs. We have data here 
which shows that food prices, at least in Little Rock, for the majority 
of items for which the BLS gives prices, are higher than the national 
average. 
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These workers are supposed to meet those food prices out of wage. Se 
that are approximately 60 percent of wages of workers elsewhere. now 
Senator FuLtsricutr. So you just think it would be better to giv 
them no jobs at all and go on unemployment rather than let the: 
have the contract? 
Mr. Wernserc. That is by no means the choice because there a: 
industries in Arkansas that pay the same rates as in the North an 
operate and compete effectively. 
Senator Futsricutr. When they are a part of General Motors a1 
they are under your control, that is true, but that is not generally so 
It is not only wages, it is income of every description. 
You know very well that Arkansas per capita income is about hal! ann 
of what it is in Detroit. is $2 
Mr. Wernserc. That is a shameful situation which we are anxiou in A 
to correct. We will never correct it this way, Senator. zB 
Senator Futsricutr. One of the reasons why it cannot be is th: N 
we have had no luck in the past, until recently, in getting any industry ham 
We are beginning to get a little in spite of these difficulties. 
Mr. Wernsperc. You are beginning to get some that pays the same 
rates as in the North and any efficient producer will find Souther 
labor as efficient as any other labor. 
Senator FuLBricur. Your example of a General Motors subsidiar 
where it does not apply to a little boat manufacturer who hires about earn 
25 or 30 people—— wag 
Mr. Wernserc. There is nothing to prevent a small employer from T 
being efficient if his business is such as to permit a small-scale opera high 
tion. There are many small-scale businesses in Detroit, in Chicago Yor 
in Northern cities, as well as Southern cities, who pay the going rates 
in their areas. 
Senator Futpricur. There have not been many who can compete 
with General Motors. 
Mr. Wernserea. No small company can make automobiles on 
mass-production basis, but there are thousands and thousands of 
small companies who pay rates equivalent to those paid by General! tion 
Motors, manufacturing automobile parts for General Motors and the ling 
stay in business because they can make them more efficiently and fu rela 
nish them to General Motors at a lower cost than General Motors ca: com 
make them themselves. is Wl 
Senator FuLsrignur. The one you mentioned in Malvern, I unde: T 
stand, is a subsidiary of General Motors? the 
Mr. Wernrera. It is a General Motors plant, but General Moto 
would not have established that plant there if it expected its costs 
there would be out of line. It established that plant there knowi: proc 
it could operate in Arkansas as efficienily as it could elsewhere. N 
I say again there are small companies by the thousands in the auto Pla 
mobile industry paying rates as high or higher than General Motors Nev 
and furnishing parts to General Motors because they can furnis! A 
them more cheaply than General Motors can make them, despi' kno 
their high rates. Cor 
If this boat manufacturer cannot make parts made by other sma! Ark 
companies, then there is something wrong with his operation; he had ter, 
better learn how to operate his plant rather than to expect his workers den 
to subsidize him out of the welfare of their kids. Okl 
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Senator Futsrigutr. I do not think he knows anything about it 
now. He is looking for an opportunity to. 

Mr. WernBer@. Senator, we would like to spend some time on our 
statement. We keep going astray. 

Mr. Sirron. Well, not astray exactly. It is all right. 

[ will just call attention to our tables 1 and 2, page 2729, which we 
think answer factually the argument that there are geographical 
differentials, one part of the country to the other. 

In order to have it both ways for the layman and for the statistician, 
we have set forth these tables and coefficients of correlation. For 
example, in table 1 auto repair mechanics in Cleveland have an 
annual wage rate of $4,300. The city worker’s budget in Cleveland 
is $3,205. In Atlanta the earnings are down to $2,680, and the budget 

: Atlanta is $3,333; $128 more than in Cleveland. 

The difference, the wage deficit of the worker in Atlanta, is $1,620. 
th: Note the figures for ferrous foundries in Indianapolis and Birming- 
try ham, the building trades in New York and Memphis, and on the 

next page truck drivers in San Francisco and Atlanta. 
ame Wages are $1,800 less in Atlanta than in San Francisco for truck 
her! drivers, and the cost of living is only $7 less in Atlanta than in San 
Francisco. 
iar In the last one, San Francisco and Baltimore, the difference in 
bout earnings in bakeries is $1,660 and yet Baltimore, which has the lower 
wage rate, has a family cost of living $15 higher than in San Francisco. 
‘rom Table 2 shows, for example, that Portland, which has the fourth 
era highest wage I rate, is twenty-third in the matter of living cost. New 
AO York, which is fifth in wages, is twentieth in living costs; Washington 
rates is fifteenth in wage rates and is highest in living costs. 

Baltimore, twenty-first in wage rates, is second in living costs. 

pete Richmond, Va., is tied with New Orleans for twenty-third place 
in wage rates and yet it is third in living costs, and Atlanta, which is 
twenty-sixth in wages, is sixth in living costs. 

We think this should dispose of an argument that there is a correla- 
tion between living costs and wages. But in case you are still 1 
lingering doubt, we submit some rather abstruse coefficients of cor- 
relation that should satisfy the statistician and economists on the 
committee. Senator Douglas, I think, will assist any lay person who 
is unable to follow this rather detailed discussion on page 2731. 

The individual wage-rate indexes are discussed at page 2732. At 
the bottom of page 2732 is the material supporting Mr. Weinberg’s 
statements about living costs in Little Rock. 

In the following section we show there is no inherent difference in 
productivity. 

Now, we would like to call attention to the statement of the National 
Planning Association’s Committee of the South, in their pamphlet, 
New Industry Comes to the South, published in May 1949. 

Among the members of this committee were Frank Bane—Lord 
knows he is the apotheosis ¢f conservatism ; Miss Loula Dunn, Alabama 
Commissioner of Public We fare; Nathaniel Dykes of Little Rock, 
Ark.; Marion Folsom, treasu*er of the Eastman Kodak Corp., Roches- 
ter, N. Y., but I believe, a native of Georgia; Robert N. Haines, presi- 
dent, Watchovia (S. C.) Bank & Trust Co.; Senator Robert Kerr of 
Oklahoma; Walter N. Randolph, president of the Alabama Farm 
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Bureau; Romeo E. Short, of Brinkley, Ark., a vice president of the . the ] 
American Farm Bureau Federation; and A. L. M. Wiggins, chairman of "Co 
the board, Atlantic Coastline and L. & N. Railroads, former Unde: lowes 
Secretary of the Treasury, former president of the American Bankers ploye 
Association. socie 

Senator Futsrieuxtr. Do you want to take all the time? duct! 

Mr. Strron. I ask that this material appear at this point and | pr pe 
will desist from the reading. It appears at page 25 of our statement 


The findings on the productivity of southern labor may be surprising, fo: 
there is still general misunderstanding on this point. All the companies inter 
viewed said that labor productivity in the South was as good as that in the North 
and several said it was better. According to the experience of one machinery 
company, southern workers recruited from the mountains were producing 25 vote 
percent more on highly precise work than employees in the company’s norther 
plant. 7 

\ northern company, which learned to admire southern productivity after 
starting a new plant in the South, had originally counted on a 15-percent lowe: 
output from its southern workers. Within a vear this company’s southern em 
plovees were producing more than those in the northern plant. ‘‘They stay D 
efficient, too,”’ a company spokesman said. Naturally it is hard to draw a com 
parison between the output of workers in one area and that in another area 
Few companies have made scientific comparisons. 

There are usually too many variables—like methods of supervision and size of W 
operations—to make such a study conclusive. effec 

Most companies which have entered the South in recent vears have every leger 
reason to be satisfied with the southern worker’s efficiency. Of its employees Wals 
working in a southeastern plant, one company states: ‘Our company has similar TI 
plants in all parts of the country and it is therefore possible for us to study re- 
gional differences in labor efficiency. In almost every case labor efficieney it 
our southern plants is higher than in our northern plants. Both labor turn-over 
and absenteeism in our southern plants are low.” 

In conclusion, [ want to say we reject, because there is neither 
moral nor economic substance to it, the brutal notion that in this 
great Nation in the second half of the twentieth century the highway 
to industrial progress must be a corduroy road consisting of the 
prostrate bodies of sweated wage slaves. 

The automobile industry, the aircraft industry, and many other 
industries which have moved into unindustrialized communities have 
found it possible and profitable to pay the same wage rates as in the 
large cities. Where employers have taken advantage of local condi- 
tions to keep wages low, it has not been done from economic neces- enti 
sity, but from bad management, archaic equipment, or unscrupulous the f 
oTe ed, 

1 would like to insert at this point without reading a quotation from 
John R. Commons and John B. Andrews, Principles of Labor Legis- 
lation, printed in 1920, a comment that is as relevant now as when is ne 
it was published 32 years ago, regarding the matter of fair and unfair 
competition. 

Senator Futsricut. Very well. Wals 

rm . . a 7" 

(The quotation referred to follows:) 

Moreover, a socially undesirable type of competition between employers flour- 
ishes when the bargaining power of employees is weak. The encouragement of 
superior ability and invention has always been pointed out as one of the chief 
advantages gained by the community from the competitive system of production 
When an employer can hire workers for practically his own price, he can be 
slack and inefficient in his methods, and yet, by reducing wages, reduces his No 
cost of production to the level of his more able competitors. can 


Minimum-wage legislation, therefore, may answer the demands of social policy The 
in two ways. By setting a barrier below which wages may not fall, it lightens 
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the pitiful poverty and prevents the degeneration in body and spirit of those 
forced to live on a wage too small to supply the necessaries of life. — 

Competition among them no longer takes the form of offering to work for 
lower wages, but that of developing greater efficiency. At the same time, em- 
ployers are forced to compete in efficiency of management, thus securing for 
society at large the many advantages of constantly improved methods of pro- 
duction. Minimum-wage laws attempt neither to destroy competition nor to 
fix wages by law; they merely seek to set the lower limits to both in the interests 
of society as a whole. 


Mr. Strron. We would like to plead for some time, say 15 minutes, 
for the other two witnesses. I think we have just’ a little time if 
credit is given for the interruptions. 

Senator Futsricur. | think | was gone 15 minutes answering the 
vote. I will give you until a quarter of five. That is about the 
time I was gone. 

(The prepared statement of Mr. Weinberg and Mr. Sifton follows: 


STATEMENT OF Nat WEINBERG, DIRECTOR OF THE RESEARCH AND ENGINEERIN( 
DEPARTMENT, UAW-—-CI1O, anpb Paut Sirron, Nationaut LEGISLATIVE REPRE- 
SENTATIVE, UAW-—CIO 


I. AN ATTEMPT TO REVERSE THE INTENT OF THE WALSH-HEALEY ACT 


We appear here in opposition to the Fulbright amendments, which would, in 
effect, repeal the Walsh-Healey Public Contracts Act through the legislative 
legerdemain of adding a new section to the Defense Production Act amending the 
Walsh-Healey Act. 

The proposed changes in the Walsh-Healey Act would 

1. Require the Secretary of Labor to determine as the legal minimum wage 
in any industry in any community the actual wages paid, no matter how low, 
no matter how oppressive to the workers, no matter how unfair to competing 
employers. 

2. Impose on the Secretary of Labor the grotesquely expensive and prac- 
tically impossible administrative task of determining a separate legal mini- 
mum wage for every community, no matter how small, in which t] 
any operations of any given industry, no matter how scattered 

3. Subject every order, determination, investigation, fin¢ 
interpretation of the Secretary, with the significant exception or ey 
from the act’s requirements, to lawsuits which would delay and 
pletely block administration of the act. 

+. Completely remove from the coverage of the act 50 p 
Government contracts under present defense emergency condit 
even larger proportion under normal conditions. 

The circumstances under which we appear before your committe 
testify on these far-reaching amendments are somewhat confusing 
the forum, and the substance do not seem to fit together. 

In substance we are here to protest and to block, if the facts and ars 
presented are persuasive with this committee, an attempt to repeal the Walsh- 
Healey Publie Contracts Act. 

The forum before which we appear to discuss this basic item of labor legislation 

not the Labor and Public Welfare Committee but the Banking and Currene, 
Committee. 

The form in which the issue of repeal of the Walsh-Healey Act ari sa pro- 
posed amendment to the Defense Production Act purporting to e 
Walsh-Healey Act. 

To add a paradox to the confusion, the sponsor of these amendment 
effect would use Federal law and funds to Balkanize the wage str 
United States, is also the sponsor of the Fulbright Act, which seeks by 
of students to advance the idea that the peoples of all nations live 
and should learn cooperation among freemen so as to live in peac 


ge 
j 


noe 


Effects of proposed amendments 

No one who examines these Fulbright amendments to the Walsh-Healey Act 
can doubt that their practical effect is repeal. In fact, they go further than that. 
They would turn the Walsh-Healey Act into its exact opposite 
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Instead of protecting workers against the sweatshop wage levels maintained | 
a minority of grasping and unconscionable employers, these amendments woul 
aid, abet, and encourage such employers to continue sweatshop wages where thi 
now exist and to spread them to new localities. 

Instead of protecting employers maintaining fair labor standards against unfa 
competition for Government work based on substandard sweatshop wages, th« 
amendments would give a practical monopoly on many types of Governme) 
work to these employers who compete unfairly on the basis of sweated labor. 

Instead of continuing the well-cstablished tradition of using Government en 
ployment and Government work as instruments to raise labor standards throug! 
out the economy, these amendments would convert Government work into a 
mstrument to depress Jabor standards to new low levels. 

We shall document each of these charges. 


Intent of Walsh-Healey Act 


It is claimed for these amendments that they will do no more than require thy 
administration of the Walsh-Healey Act to conform to the origina] intent 
Congress in enacting it. 

How remote this claim is from the facts becomes clearly evident from a sun 
mary contrast of the objectives which the act was designed to achieve with th 
consequences of the Fulbright amendments. 

Accorcing to Congressman Healey, one of the authors of the act, ‘‘the objec: 
of this 'egislation is to require persons having contracts with the Goverrme: 
* * * for the supplying of material and equipment to conform to decent 
fair labor standards ip the performance of those contracts’? (§0 Congression: 
Reecrd 10001). 

The Fulbright amendments would eliminate all consideration of what 
“decent”’ and ‘fair’? by sanctifying as the legal minimum wage in any localit, 
whatever wage tappens to be paid there, no matter how low. A sweatsho} 
employer, operating the only plant ip a locality, would be in conformity with th. 
Fulbright amencments even if be paid wages 50 percent lower than the lowes! 
wages paid by any of his competitors in other areas. 

The Supreme Court of the United States interpreted the intent of the act 
the following language: 

“This act’s purpose was to impose obligations upon those favored with t! 
Government business and to obviate the possibility that any part of our tremendo 
national expendi‘ures would go to forces tending to depress wages and purchasi) 
power and offending fair social standards of employment. As stated in the repo: 
of the House Committee on the Judiciary on the bill, ‘The object of the bill is t 
require persons having contracts with the Government to conform to certain lab 
conditions in the performance of the contracts and thus to eliminate the practi 
under which the Government is compelled to deal with sweatshops.’ ”’ (Perk 
v. Lukens Steel Co., et al., 310 U. 8S. at p. 128.) [Emphasis supplied.] 

Under the Fulbright amendments the Government would have no choice but t 
deal with sweatshops whenever such shops were able, on the basis of their su! 
standard wage levels, to file the lowest bid. The only obligation imposed on a 
would-be Government contractor desirous of operating a sweatshop would be t! 
obligation not to locate his plant in the same ‘civil subdivision’”’ with plants 
operated by competitors with moral scruples and higher standards of social 
responsibility. The possibility, which the Walsh-Healey Act seeks to avoid, that 
national expenditures might ‘‘go to forces tending to depress wages and purchasing 
power and offending fair social standards of employment’’ would, under tli 
Fulbright amendments, become an overwhelmingly strong probability. 

All this would be accomplished under guise of making administration conform 
to the intent of the act. 


Il. THEORY VERSUS FACT ABOUT THE INDUSTRIAL FRONTIER 


Senator Fulbright, in the statement he made before the committee on May 12, 
gave four reasons why he is opposed to the principle of recognizing a Nation 
wide minimum wage in any industry. In some industries the Secretary of 
Labor has determined minimum wages not on a national but on a regional basis. 
The Secretary has done so even in industries where Nation-wide corporations 
operating in several regions sell in national markets at uniform prices. 

What the Senator’s arguments boiled down to, however, was that he opposed 
any action by the Government which would require employers in low-wag 
areas to raise their wages to the level which employers in the same industry 
throughout the nation had determined to be a fair and reasonable and practical! 
minimum for that industry. 
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Whose economy is affected? 

First, the Senator said, a Nation-wide industry wage minimum “disrupts the 
economy of the community.” 

It seems pertinent to ask, just whose economy is disrupted? 

Certainly not the economy of the workers, who enjoy a wage increase to the 
same level as the wage paid other workers doing the same job throughout the 
industry. 

Certainly not the economy of the merchants, the bankers, the doctors and 
dentists and lawyers of the community, whose business depends on the pros- 
perity of those workers. 

Certainly not the economy of the municipality itself, or of the civil service 
employees, the policemen and firemen, the public health nurses and school teacher, 
whose own salaries depend on the ability of workers and other citizens to pay 
taxes. 

The employer is affected, if he has to raise his minimum wage in order to bid 
on a Government contract. Obviously it is not going to disrupt his economy to 
do so, or he would not go after the business. And in low wage areas, particularly, 
the employer in such cases is often a group of absentee stockholders, living hun- 
dreds or thousands of miles away from the community, whose only relation to or 
interest in the community is the fact that they have deliberately established their 
plant there in order to exploit local low wage rates. The only effect on the 
community in such cases is to put an end to such exploitation and to permit the 
workers—and, indirectly, to help the community as a whole—to enjoy the same 
standard of living AS other workers who perform jobs, some times for the same 
employer in other parts of the Nation. 


Wages do vary 

Then there are the other employers in the community, whose costs may be 
affected. While a substantial wage increase in one plant undoubtedly affects 
others in the same locality, there is no evidence that a reasonable increase in the 
minimum wage is disruptive—and if local wages are so low that an increase to the 
national minimum is an unreasonable increase, there is already something radically 
wrong with that community. ; 

In fact, there is normally a wide variation in both minimum wages and the 
average wages paid to workers doing the same job in various industries. For 
example: The BLS Occupation Wage Survey for Baltimore for June 1951 (bul- 
letin 1045), shows that the lowest wage paid to janitors, waiters, etc., does not 
exceed 40 cents per hour in the service industries, 50 cents an hour in retail trade, 
70 cents an hour in publie utilities, and 75 cents an hour in wholesale trades; 
average waces for these workers range from 56 cents an hour in service industries 
to $1.10 in durable goods manufacturing. In Cleveland (bulletin 1056), the 
lowest wage paid to light-truck drivers was 75 cents in service industries and $1.40 
in durable goods manufacturing, with averages for these two industries of $1.35 
and $1.69. In Kansas City, Mo. (bulletin 1064), the lowest wage paid to auto- 
motive maintenance mechanics was $1.35 in public utilities and $1.75 in non- 
durable goods manufacturing industries, with averages of $1.68 and $1.94, respec- 
tively. 

We do not commend these wage differentials, but the fact that they do exist 
disproves Senator Fulbright’s claim that an increase in wages in one industry will 
necessarily affect wage rates in other industries in the same community. 

Should labor subsidize uneconomic development? 

Then the Senator charges that a Nation-wide industry minimum ‘discourages 
development of new industry in areas distant from major markets.” 

There can be no economic justification for the establishment of a new industry 
where conditions are such that it can compete with existing busine nly by hiring 
cheap labor. What Senator Fulbright is actually asking Congress to do is to 
encourage manufacturers to establish uneconomic plants in areas where 
mum wage will be whatever they choose to pay, and to force the workers t 
sidize those uneconomic plants. He might as logically ask the t 
dize them through lower freight rates, or other corporations 
standard prices for raw materials. He is asking Congress 
sound industrialization of undeveloped areas. He would do 
establishment of uneconomic plants which will be forced to fight 
of the workers to gain fair wages, because, according to Senator 
ment of a fair wage would put the employer out of business 
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What employers say judgr 
Whatever Senator Fulbright thinks about the desirability of establishing new to es 
industries far from their markets, his opinion is not shared by industrialists. Th: econc 
National Planning Association’s Committee of the South, composed of prominent or be 
and widely respected citizens from all walks of life, has issued a pamphlet, New that | 
Industry Comes to the South, based on a survey of 88 corporations, which states areas. 
“When all the material (on the reasons for location of new industries in the Gove 
South) was analyzed, these three industrial assets of the South stood out as majo: can s 
attractions: good markets, available materials, labor supply. 
“Of these three, the market was given as the most important reason for locating 
in the South. Materials ranked second in importance. Labor came up third 
which may be a surprise to many. But the committee turned up even mor Rewa 
surprising information: new plants were usually not after cheap labor; the) Un 
wanted labor supply itself and low labor costs—quite a different thing.”’ run-a 
The difference is stated more fully elsewhere in the pamphlet: passil 
“What they (employers) were primarily interested in were lower labor costs by en 
less labor turn-over and absenteeism with greater opportunity of operations—no of the 
chiefly cheap labor.” their’ 
Responsible emplovers are aware that cheap labor in fact can mean higher labo: sweat 
costs because of high turn-over, discontent, and poor morale among workers, and low W 
individual and community deterioration when wages bear no relation to the incom empl 
needed for a decent, healthy standard of living. own 
Again, Senator Fulbright fears that a Nation-wide industry minimum ‘“‘prevent indus 
small local businesses from accepting occasional Government contracts because j the 1§ 
would permanently raise their labor rates.’’ Ch 
Subsidies for inefficiency ee 
That is just another way of saying that the Walsh-Healey Act prevents employ- for on 
ers from accepting Government contracts unless they are prepared to pay the pri he 
vailing minimum wage set by the majority of employers in their industry. Th¢ minin 
fact that an industry is sma]] and restricted tc a single locality gives it no divine pay. 
right to force its workers to subsidize it through substancard wage rates so that Gove! 
it may ccmpete unfairly with those «cmployvers who pay a fair wage. To 
Finally, the Senator opposes a Nation-wide industry minimum on the ground applic 
that it “favors large efficient plants over smaller and less efficient ones.” does 1 
Not the Walsh-Healey Act, but the basic principles of the American economy helow 
favor efficient plants over less efficient ones, whether they be large or small. The amen 
inefficient operator may scrape by for a time by undercutting weges, or quality yrodu 
of product, or most probebly both, and he may screpe by for a bit longer with the aurrot 
help of legislation like the Fulbright amendments, but sooner or Jater the eco would 
nomic law will find him out. anoth 
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A slur on small business 
As for Senator Fulbright’s suggestion that smaller plants are automatically 
to ke considered Jess efficient than larger ones, that is an entirely undeserved slur 
on the capabilities of the small-business man. It iv quite true that in some ir 
dustries, which lend themselves to mass-production methods, large plants hav: 
an overwhelming advantage. No one today would dream of trying to operate at 
automobile plant, for example, with a few hundred emplovees, and if he at- 
tempted to do so he would scarcely be entitled te ask his employees to subsidiz 
his poor judgment by accepting substandard weges. But there ere innumerabl: 
industries in which the small plant can compete on even terms with the large one Preset 
In many cases, indeed, cape ble, imaginative management can turn to advantag The 
the flexibility of small-plant operations. into t! 
Thus, for example, the study conducted by the Department of Labor into the Thev 
productivity of tanneries from 1948 to 1950 indicates that in this industry it i The ‘ 
not so much the size of the plant as the efficiency and capabilities of manag to th 
ment that determine productive efficiency. The report states in part: unser 
“Size as measured by average employment in 1949 had no consistent relation power 
to high or low man-hours per unit. Tanneries of 200 employees or fewer re The 
ported low man-hour requirements as frequently as did large tanneries * * * lookir 
Changes in production methods not involving expenditures for expensive new to rep 
equipment are to a large extent subject to management control. A number of of equ 
tanneries are alert in adopting new chemical processes or mechanical devices roof all 
that affect labor savings. Others appear to be unaware of the potentialities of perpe’ 
new developments, or to think that they could not be applied in their tanneries.’ even 
This merely spells out in detail what is obvious to anyone who takes a clear econo 
look at the structure of American industry today. Provided he uses reasonable 
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judgment in choosing his industry, the man whose circumstances will permit him 
to establish only a small enterprise can make a valuable contribution to our 
economy, match the efficiency of the biggest plants, and pay his workers as good 
or better wages. Scores of thousands of small-business men are doing just 
that every day—the great majority of them in the most highly industrialized 
areas, where prevailing wage levels are highest. They ask no coddling from 
Government and no subsidy from their workers. Small business, well managed, 
can stand on its own feet. 


Ill. THE FACTS REFUTE THE FULBRIGHT ASSUMPTIONS 


Rewarding run-away sweatshops 


Under the proposed amendments, the Government would be forced to reward 
run-away shops by awarding them contracts. The clear intent of Congress in 
passing the Walsh-Healey Act was to maintain fair labor standards as established 
by employers themselves in fair cumpetition, one with another. The clear effect 
of the Fulbright amendments is to exert pressure on all fair employers to drive 
their wage rates down to the sweatshop level, by forcing them to compete with the 
sweatshops for Government business. The amendments would not only freeze 
low wages in areas where they are already low, but would encourag: unscrupulous 
employers to seek out the “civil subdivisions” in which they could establish the 
own sweatshop minimums and thus tend to drag down wages in the entire 
industry. Whole industries would be thrown back to the dog-eat-dog days of 
the 1930’s, the very conditions which necessitated passage of the Walsh-Healey Act 

Phat can be the only effect and result if the Congress accepts the proposition 
to divide this country up into thousands of the minutest possible localities (‘‘cit) 
town, Village, or other civil subdivision’’), each with its own local minimum wage 
for each separate industry. In thousands of such “‘localities,’’ where there may 
be only one employer belonging to a particular industry, the only effective 
minimum to which he must adhere would be the minimum he himself chooses to 
par And, on that basis, he would be able to compete with all other b 
Government contracts so as to pull their wage rates down to his level. 

Yo illustrate the absurd and illogical determination that would result 


i¢ 
i 
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ir 
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from 
application of the Fulbright amendments, an employer located in Detroit, who now 


does not qualify under the Walsh-Healey Act because his minimum wage rate is 
below that of other emplovers in the Detroit area, could qualify under the proposed 
amendments if he moved across the street to become the only producer of the 
»roduct in Hamtramck or Highland Park, two small, separate cities completely 
surrounded by Detroit. Under the proposed amendments, the Secretary of Labor 
would be required to establish a prevailing minimum wage for Hamtramck, 
another for Highland Park, and a separate one for Detroit. Even though the 
prevailing minimum in Detroit might be $1.50 per hour, the Secretary of Labor 
would have to determine that the prevailing minimum wage for Hamtramck and 
Highland Park is 75 cents per hour if that is what the employers who became the 
sole producers in Hamtramck and Highland Park chose to pay. The determina- 
tion of such a prevailing minimum wage for these two municipal enclaves would be 
a standing invitation to every other producer of the same product in the Detroit 
area to move his business to Hamtramek or Highland Park, and thereby qualify 
for Government contracts even though or, rather, because he would be paying a 
lower minimum wage than competitors in the Detroit area. 


Present wage differentials are illogical, unjust, unsound 


The regional wage differentials which the Fulbright amendment would freeze 
into the structure of our economy have no basis in logic, equity, or sound economics. 
They cannot be related to living costs, productivity or any other economic factor. 
The “historical reality’? of wage differentials, of which Senator Fulbright spoke 
to the committee, relates only to the very real and irresponsible eagerness of 
unscrupulous employers to exploit the low living standards and lack of bargaining 
power of workers in those areas which have lagged in industrial development. 

The progressive economic forces in this country—ineluding responsible, forward- 
looking employers—are moving toward elimination of these wage differentials, 
to replace the historical reality of regional discrimination with the modern reality 
of equal opportunity and equal reward for equal effort as the democratic heritage 
of all Americans, everywhere. But the Fulbright amendments would not merely 
perpetuate existing inequities, they would increase, aggravate and impose them 
even more harshly on the entire country. They amount to a formula for the 
economic atmoization of the United States. 
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Many evils were once historical reality 

A sense of social responsibility requires more than historical reality as justi- 
fication for perpetuation of an economic phenomenon. The labor of 6-yvear-old 
children in factories was once historical reality, as was employment of women 
coal mines. So was slavery and so was serfdom. 

The question to be esked is not whether sizable geographical wage differe: 
tials for the same work exist. To ourshame they do. The relevant question 
whether there are any socially or econcmically Cesireble purposes to be served 
freezing old and inventing and spreacing rew wage Cifferentiels. Can they 
justified by differences in living costs? Are they rooted in inberent differen: 
in the productivity of the workers involved? Do they foster the industrial 
velopment of backward economic areas? Do they stimulate tech nological pri 
ress? Based on the facts, the answer to all these questions is emphatically 
the negative. . 


Wage differentials not justified by living cost differences 

Studies of wages and living costs in various communities of the United Stat 
mace by the Bureau of Labor Statistics and by independent scholars give the |i 
direct to the frequently advanced claim that differences in wage rates reflect 
differences in living costs as among the various areas 

A mass of evidence shows that the lowest wages are often found in communities 
with living costs that rank among the bighest in the Nation. The Bureau 
Labor Statistics, in a study of “‘Inter-City Variations in Wage Levels’’ publis! 
in the Monthly Labor Review for August 1944, concluded: 

“* * * differences in wage rates disclosed by this study show but littl 
relationship to differences in the reta‘] price level in various central cities. Infcr 
mation regarding differences in the cost of the same standard of living in 
spring of 1943 is aveilable for 21 of 26 cities. Of these the price level was bighest 
in San Frarcisco, fellowed by Detroit, Chicago, Cleveland, Bosten, and Minne- 
apolis. Kansas City was lowest, with Birmingham, Houston, Indianapolis, an F soBuild 
Los Angeles only slightly higher. Costs in Atlanta were about the same as i: A 
Philadelphia. The lowest cost was only 14 percent below the highest 

The same article indicated that the cities with the highest wage rates wer 
Detroit, Toledo, Portland (Oreg.), Seattle, San Francisco, Pittsburgh, Clevela: 
Philadelphia, Los Angeles, and Milwaukee. 

An independent scholar, Prof. Richard A. Lester, found that the North-South 
differential in wages was not justified on the basis of differences in living costs: 

“Tt is questionable, for example, whether living costs for the same standard of 
living are much lower in the South than in the North. Many products hav 
uniform national prices; others increase in price with the distance from producing 
or marketing centers. Consequently various costs of living studies have show: 
that, on a comparable basis, living costs have averaged no more than 3 to 5 perce: 
below such costs in the North and that it costs more to live in some southern cities thar 
in some northern cities of comparable size.’ [Emphasis supplied. ] 

The consequences of the wage differentials which the Fulbright amendment 
would perpetrate on the workers affected appear graphically from examinatio: 
data on wage rates and living costs published by the Bureau of Labor Statist 

According to the latest Bureau survey of wages in ferrous foundries, chipper> 
and grinders in Birmingham, Ala. who work 2,000 hours a year at the average rat 
paid in June 1951 would have received $2,000 for the year, while workers di 
exactly the same work in Detroit. foundries would have received $3,680 for 
2,000-hour year. This is a difference of $1,680. 

On the other hand, the Bureau’s city worker’s family budget for a famil; 
four, adjusted to June 1951 price levels by the Bureau of National Affairs, sh: 
that it would cost such a family $3,991 to maintain a ‘“‘necessary minimu! 
standard of living in Birmingham, compared to $4,032 in Detroit. The Birmir 
ham worker must try to get along with $1,680 less wages even though he n 
meet living costs which are only $41 a year lower. 

That the foregoing is not an isolated example is clearly evident from tab 
which shows, on the basis of Bureau of Labor Statistics data, examples of vai 
tions in wage rates among cities for 12 industries compared with differences 
living costs as between the cities in question. Due to the short time allowed 
to prepare for this hearing, we have been forced to confine ourselves, in tabk 
to data prepared some time ago. The cost figures for the city worker’s fami 
budget are the Bureau’s official figures for the month of October 1949, and 
wage rate data are for the available dates closest to that month. The doll: 
figures therefore would be somewhat different today but the situation s! 
would be essentially the same. 
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TABLE I.—Differences in living costs and in annual wage rates for selected industrie 
. g s 
in high- and low-wage cities } 


Annual wage 


Industry, occupation, and city 
. rats 


Power laundries 
Finisher, flatwork 
High-waze city, San Francisco 
Low-wage city, Birmingham 


Difference 


itels 
Chambermaids 
High-wage city 
Low-wWage city, 


Difference 


Auto repair 
Mechanics 
High-wage city, 
Low-wage city, 


Difference 


Ferrous foundries 
Molders, Machin« 
High-wage city, Indianapolis 
Low-wage city, Birmingham 


Difference 


Building trades 
Average union wage rates, all journeymen 
High-wage city, New York 
Low-wage city, Memphis 
Ss Were 


veland Difference 


Local transit ° 
1-SOut Average union wage rates, all operating employees 
‘osts High-wage city, Seattle 
} , Low-wage citv, Richmond 
dard oj 
ts have Difference 
PUCINE 

i Machinery 
» SHOYV Machinists, production: 
perce! High-wage city, Chicago 
es thar Low-wage city, Baltimore 
Difference 
1dim« 
: hine tool accessories 
Ato! — 
-— lool and die makers 
ALIStics High-wage city 
thipp r Low-wage Ci 
age ra 
Differencs 
rs. ck 
80 f W holesale grocerie 
Truck driv 
i ‘ High 
AMV | Low-w 
s, sh 
. ifferer 
nimi Differ 
Birm I ee footnotes at end of table, p. 27 0, 
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Tas_LeE I.—Differences in living costs and in annual wage rates for selected industries 
in high- and low-wage cities '\—Continued 


i 
| Cost of city 
| workers’ fam-} Annual was; 
Industry, occupation, and city | ily budget, rate 
| October 
| 19492 





Trucking: 
Average union wage rates, all motor truck drivers: 
High-wage city, San Francisco____._. 3 : ‘ as $3, 340 
Low-wage city, New Orleans. _......-.--_--- ; os . 3, 064 


RL a ee a ee ee ac cant 276 


Printing trades: 
Average union wage rates, newspaper printing crafts: 
High-wage city, New York 
Low-wage city, New Orleans_- 


Difference 


Bakeries: 
Average union wage rates, mechanized shops: 
High-wage city, San Francisco : 
Low-wage city, Baltimore 


Difference_-- sibiniale ‘ ‘ 4 (15) 


1 Selected industries—Industries used were those for which the Bureau of Labor Statistics published 
wage data for a substantial proportion of the cities covered by the city workers’ family budget. Aver 
union wage rates were used for the building trades, printing trades, bakeries, trucking and local tra 
industries 

Where combined averages were not available for all occupations in the industry, the average hourly 
earnings shown are those of workers in the numerically most important occupation in the industry— Power 
Jaundries, finisher, flatwork; hotels, chambermaids; auto repair, mechanics; ferrous foundries, mold 
machine, machinery, machinists, production; machine too] accessories, tool and die makers; whol 
groceries, truck drivers (local). 


2 United States Department of Labor, Bureau of Labor Statistics, Annual Cost of City Workers’ Fan 
Budget, October 1949 


3 BLS wage rate survevs in various industries Hourly wage rate 2,000 hours 
‘ Figures are in parentheses when cost of city workers’ family budget is higher in low-wage city than in 
high-wage city. 


Examples of this kind, some showing even greater hardships to the workers in 
the low-wage communities, can be multiplied indefinitely on the basis of data 
published by the Bureau of Labor Statistics. We will be glad to furnish additional 
examples, and on a more up-to-date basis, should the committee so wish. 

The hardships and injustices flowing from the freezing, multiplication, and 
spreading of age differentials are further evident from the comparison of wage 
rate and living cost data shown in table 2. 
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TaBLE II.—Relative positions of 26 cities, wage rates, and living costs ! 


| wes 

Number of 
industries | ‘wore age 
included in ; de age 
wage rate Chi exe e 0 | 

average | hicago = 1 


| : 
| Rank based |C'tY workers’! Rank based 
| onwage | — on living 


budge 
rates udget, costs 


| Chicago = 100 | 
| 





| 
San Francisco easct 113. 100.4 
ee a 108. ‘ 99. 
Los Angeles. - - oo | 103.7 | ‘ 90 
Portland (Oreg.) - - -- aoe 9 | 102. ! 94.6 | 
New York... ; y 100. 96.2 | 
Chicago. -.-.--..-- heb enal 100 100 
Detroit — | ¢ 99. OR, { 
Cleveland Se snie 2 | 96 06 
Cincinnati --.- : : 95. 99 
St. Louis Fe Lusaoduds 95. 06 
Pittsburgh. - --- 95. QR 
Minneapolis 04.: 
Indianapolis. ---- 92. 
Milwaukee 9 | 92. 
Washington ce ( 92. 
Boston J ‘ 91. 
Philadelphia. - - - 91. 
Buffalo : ‘ q 90. 
Denver . : > : ¢ % 
Kansas City, Mo 
Baltimore 
Memphis 
New Orleans. . 

hed city Richmond 

Average Birmingham 
lL tratsit Atlanta 


2) 


Ono 





ox 


Q 
938 
100. : 
104. : 
UW: 
O7 
100 


98 


Cosas 


93. 1 
100 
99. § 
9? 
100 


q 


InJei-1¢ 


Nee De COON 


100. § 


e hourly 
Pow ! The procedure used in compiling this table, was as follows 
mold (a) Bureau of Labor Statistics wage surveys were selected for those industries for which 
vhol lished city wage data covering a substantial proportion of the cities for which City Worker 
ost figures are published. 
’ Family (6) The wage figures selected for each industry in each city are over-all averag 
ise, they are the average hourly earnings of the workers in the numerically most ir 
W hether there was an over-all average or only an occupational average availabl depend 
involved 
c) Data were not computed for any of the 34 cities covered by the City Worker’s Family Budget unless 
wage-rate information was available for that city for at least 7 out of the 12 industr Chis | 
d) In each industry, the hourly wage for each city was computed as a percentage of 
Chicago. The resulting industry wage-rate indexes (percentages of Chicago) for 
© obtain a composite wage rate index for the city. 
e) The cities were then ranked both in terms of the level of their composite wage 
f the level of the cost of the City Worker’s Family Budget as of October 1949 
2U. 8. Department of Labor, Bureau of Labor Statistics, Union Wages and Hours 
July 1, 1949; The Printing Industry, July 1, 1949; The Building Trades, July 1, 1949; Lo 
Employees, Oct. 1, 1949; Motor Truck Drivers and Helpers, July 1, 1949 
3 U.S. Department of Labor, Bureau of Labor Statistics, Wage Rate Surveys: Au 
July 1948; Hotels, July 1948; Power Laundries, July 1948; Wholesale Groceries, J 
Accessories, November 1949; Machinery, November 1949; Ferrous Foundries, Jur 
‘U. 8. Department of Labor, Bureau of Labor Statistics, City Workers’ F 


the Bureau pub- 
s Family Budget 


tant occupation. 
ed on the industry 


ft 24 


r 


muy 


As is evident from the table, Atlanta, Ga., which ranks twenty-sixth in wage 
rates, was the sixth highest city in terms of living costs. Richmond, Va., which 
ranks 23.5 (tying with New Orleans) in wage rates, was the third highest in terms 

f living costs. Baltimore, Md., which ranked twenty-first in wage rates, was 
he second highest in terms of living costs. Washington, D. (¢ which ranked 
fifteenth in wage rates, was the highest of the 26 cities in terms of | 


I Living Costs, 
iverage wage rate indexes compared with living costs 


Further statistical analysis of the data shown in table II revealed that there is 
no logical relationship between wage rate and living cost variations in the cities 
hown. The data shown in the table were subjected to the statistical technique 
f correlation analysis. The so-called coefficient of correlation resulting has a 
naximum range of 0 to (plus or minus) 1.0. A coefficient of 1 indicates perfect 
‘orrelation (positive or negative). A coefficient of zero indicates no correlation. 

In this case, the coefficient of correlation was close to zero. The exact figure is 
+ 0.0786, showing practically no relationship between wage rates and living costs 

The so-called coefficient of determination indicates the proportion of variation 
n one factor that is explained by variation in the other. In this case, the coeffi- 
cient of determination was 9.00618. In other words, only six-tenths of 1 percent 
f the variation in wage rates can be explained by variation in living costs. 
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The coefficient of correlation is so small as to raise the question as to whethe1 
there is any correlation at all or whether the degree of correlation indicated results 
purely from accidental or chance factors. The so-called t-test is used by statisti- 
cians to determine whether the results derived from certain statistical measures 
are large enough to be significant. The test can be used to show the probability 
of coming up with a correlation coefficient as high as that actually obtained, in 
cases where there is, in fact, no correlation at all. 

Applied to the wage and cost of living data described above, the t-test shows 
that the chances were 7 out of 10 that a coefficient of correlation of 0.0786 would 
be obtained when the actual correlation was zero. 

It may be concluded, therefore, that existing differences in wage rates from city 
to city bear no relationship to differences in living costs. 


Individual wage rate indexes compared with living costs 


This conclusion is further substantiated by computations based on the wage 
indexes (Chicago equals 100) for the separate industries in each city as distin- 
guished from the average of all the wage indexes for each city. 

For purposes of this analysis, seven industries were chosen for which wage data 
were available for more than two-thirds of the cities ' covered by the City Work- 
er’s Family Budget data. 

The seven industries used are: power laundries, auto repair shops, building 
trades, printing trades, bakeries, trucking, and local transit. Wage rate informa- 
tion was available for these industries for each of 26 cities covered by the City 
Worker’s Family Budget data, except Birmingham in the case of power laundries 
and New Orleans in the case of auto repair shops. 

Thus there were 173 separate wage indexes used, 6 each for Birmingham and 
New Orleans and 7 for each of 23 additional cities. (Chicago was excluded, since 
it was used as the yardstick to measure wage and living cost differences among 
the cities.) 

Because of the wide variation of the wage rate indexes within the same city, 
the coefficients of correlation and determination are even smaller than in the first 
computation described above. 

The coefficient of correlation is +-0.0391. 

The coefficient of determination is 0.00153. 

The latter figure indicates that less than two-tenths of 1 percent of the variation 
in wage rates can be explained by variations in living costs. 

The t-test indicates that the negligibly small relationship indicated by the 
coefficient of correlation is not significant. The test shows, in this case, a 6-out- 
of-10 probability of computing a coefficient of correlation as high as 0.0391 even 
though the actual correlation is zero. 

The number of separate wage-rate indexes used in this computation—173—is so 
great that no further increase in the number of indexes used could increase the 
significance of the result. 

The available evidence, therefore, demonstrates conclusively that existing inter- 
city differences in wage rates are not founded on differences in living costs. 

The foregoing data relate to the major cities of the Nation for which costs of 
living as well as wage data are available. There are indications that the gap 
between low wages and high living costs which the Fulbright amendments seck 
to preserve and increase are even more oppressive for workers living in smaller 
cities and rural areas for which little wage data and virtually no comprehensive 
living-cost data are available. 


Wages and living costs in Little Rock, Ark. 


In Little Rock, Ark., for example, the union wage scale for building laborer as 
of April 1, 1952, was 87% cents per hour, according to the Bureau of Labor Sta- 
tistics, or little more than half the average wage scale of $1.68 for all the 85 cities 
surveyed. Living costs in Little Rock, on the other hand are almost certainly 
as high as or higher than in the larger cities. Evidence to this effect is to be 
found in the data on food prices in Little Rock published by the Bureau of Labor 
Statistics. As of February 15, 1952, 31 food items priced by the Bureau of 
Labor Statistics in Little Rock cost more at retail in that city than the average 
cost in all the 56 cities surveyed by the Bureau. Only 24 items carried lower 
prices in Little Rock than the average prices for all the cities surveyed. (Two 


! The cities included are: Atlanta, Baltimore, Birmingham, Boston, Buffalo, Chicago, Cincinnati, Cleve 
land, Denver, Detroit, Indianapolis, Kansas City (Mo.), Los Angeles, Memphis, Milwaukee, Minneapolis 
New Orleans, New York, Philadelphia, Pittsburgh, Portland (Oreg.), Richmond, St. Louis, San Franeisco 
Seattle, Washington, D.C. 
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items were omitted from the comparison because the size of the unit surveyed in 
Little Rock was different from that priced in some of the other cities.) 

Interestingly enough, while Little Rock wage scales for six out of the seven 
building trades jobs surveyed are lower than the respective national averages by 
amounts ranging from 25 to 80% cents per hour, the fact that Little Rock brick- 
layers’ wages are in the highest fifth of the rates for the 85 cities does not seem 
to have disrupted the labor market in the community. 

No inherent differences in productivity 

Similarly, present differentials in wage rates as between one part of the country 
and another are not related to any inherent differences in productive capacity as 
between workers in those areas. Indeed, no one has been able to produce a shred 
of evidence to show that workers in any one part of the United States have less 
inherent capacity than those in any other part. All the evidence points in the 
opposite direction. 

In the Detroit area, for example, the automobile corporations have for many 
years followed the practice of recruiting large proportions of their workers from 
the Southern States. 

These southern workers are put to work, immediately upon hiring, at the same 
wage rates paid Detroit workers. And they are required to meet the same produc- 
tion standards i. e., to turn out the same number of items per hour 

Thus the long-standing and successful practice of the automobile industry 
stands in direct contradiction to the claims advanced recently that it takes 2 vears 
to bring the southern worker up to the level of efficiency of his northern counter- 
part. 

Further evidence as to the productive capacity of southern workers was gathered 
by the NPA’s committee of the South, and published in the pamphlet already 
referred to. The committee stated: 

“The findings on the productivity of southern labor may be surprising, for 
there is still general misunderstanding on this point. All the companies inter- 
viewed said that labor productivity in the South was as good as that in the North 
and several said it was better. According to the experience of one machinery 
company, southern workers recruited from ‘the mountains’ wer oducing 25 
percent more on highly precise work than employees in the company’s northern 
plant. 

‘A northern company, which learned to admire southern } 
starting a new plant in the South, had originally counted on a 15 
output from its southern workers. Within a year this company’ 
plovees were producing more than those in the northert 
efficient, too,’ a company spokesman said. Naturally it is 
parison between the output of workers in one area and 
Few companies have made scientific comparisons 

There are usually too many variables—like methods 
of operations—to make such a study conclusive. 

‘Most companies which have entered the South in ree 
reason to be satisfied with the southern worker’s effici 
working in a southeastern plant, one com pany states: 
plants in all parts of the country and it is therefore possible { 
dit ferences in labor efficiency. In almost every case |: 
plants is higher than in our northern plants. Both labo 
ism in our southern plants are low.’ 


Auto wade rates disprove slur on southern workers 


Still further evidence is to be found in the faet that « 
panies have found it possible tO pay northern wage rates 
The Ford Motor Co., for example, pays exactly the 
plants at Atlanta, Norfolk, Dallas, and Louisville as it pay 
General Motors actually pays higher rates to workers 
fications like car assemblers in its Atlanta and Doravil 
Framinpcham, Mass. GM millwrights have higher rates 
Rapids, Mich. The GM Georgia rates generally are at 
ion’s rates in Michigan. 
If rates in GM’s Malvern, Ark., foundry are ai 
{ share th © feeling of some who would have Is iif at Lalisé workers 
are inferior to these in the North. Malvern rates are the s: > as those paid to 
workers in GM’s foundry in Bedford, Ind. 
The suggestion that southern wages should be maintained at a lower level than 
those in the North is a slur on southern workers. It would rivet about their 
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necks the chains of lower living standards and lessened opportunity from whic! 
southern citizens in all walks of life are striving to free themselves. 


The road to industrial progress 


Senator Fulbright has endeavored to persuade this committee that industria 
development in small towns and rural areas can proceed only through employ 
ment of cheap labor. To admit the validity of his argument would be to condem: 
whole communities to an era of ‘‘colonial’’ exploitation by economic imperialists 

We reject, because there is neither moral nor economic substance to it, th 
brutal notion that in this great Nation, in the second half of the twentieth cen 
tury, the highway to industrial progress must be a corduroy road consisting of 
the prostrate bodies of sweated wage slaves. 

The automobile industry, the aircraft industry, and many other industri: 
which have moved into unindustrialized communities have found it possible and 
profitable to pay the same wage rates as in the large cities. Where employer 
have taken advantage of local eonditions to keep wages low, it has not been dom 
from economic necessity but from bad management, archaic equipment, or 
unscrupulous greed. 

A drag on the American economy 

Perpetuation of law-wage areas in this country will hold back the fullest di 
velopment of the American economy. ‘The traditional cycle of developmen: 
which has made our industrial efficiency the envy of other nations has been base: 
on a constant interaction between increasing wages and increasing productivity 
Every wage increase that is granted means that management must exert mor 
care to avoid wasting labor; that, as the price of labor rises, management find 
more and more that it pays to institute labor-saving machinery, increase thi 
efficiency of plant lay-out, and develop every possible means of increasing pro 
ductivity per man-hour of labor. ‘Lhis increasing productivity in turn makes 
possible further wage increases and higher living standards for all Americans. 

In low-wage areas, by contrast, management tends to depend to a much greate: 
extent on manual Jabor. In general terms, mechanization is economically feasibl 
only when the cost of manual labor, per unit of output, is higher than the cost of 
paving for and operating machinery. 

For example, the latest BLS survey of wages in the ferrous-foundry industry 
showed Birmingham chippers and grinders earning an average of $1 per straight 
time hour while those in Detroit average $1.84. Thus the Birmingham workers 
earn more than 45 percent less than the Detroit workers in the same occupatio: 

With wage rates that much lower in Birmingham, labor-saving equipment 
that is profitable in Detroit might well increase rather than decrease total costs 
in Birmingham. At the very least, the incentive to replace manpower wit! 
machine power or to replace antiquated with new machines is certainly much less 
in Birmingham than in Detroit foundries as a result of this wage-rate differentia! 

How rapidly management in low-wage areas does respond to the elimination of 
cheap labor is demonstrated by experience in the fertilizer industry before and 
after the application of the 75-cent minimum, as reported in a special Departmen 
of Labor study (series 2, No. 77). In this industry, before the new minimun 
came into effect, nearly a quarter of the workers earned less than 75 cents per 
hour; after the minimum was applied, only about 5 percent of the workers earned 
less than 75 cents. The effect of this increase in the wages of the lowest-paid 
workers was reported by the Department in the following terms: 

“Field representatives reported that a substantial number of plants had i: 
stalled labor-saving equipment. About 25 percent of the establishments visited 
reported such installations within 6 months previous to the time of the stud) 
Belt. conveyors and improved sewing machines were most frequently mentioned 
Employers also reported that measures had been taken to increase the operatin: 
efficiency of their plants.” 

Even for management, wage increases are not the catastrophe that man) 
backward-thinking employers seem to fear. Increases in unreasonably low wage: 
in particular are often the first step forward to greater efficiency, greater produc 
tivity, and a new era of prosperity for management and labor alike. 


Iv. A BILL TO CREATE MORE DISLOCATION AND UNEMPLOYMENT 


This committee is well aware of the dislocations and hardships already imposed 
on many sections of our economy as a result of the defense production program 
Some dislocation was inevitable in the process of mobilizing our national eco 
nomic strength to ward off the threat of Communist aggression and tyranny 
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Some dislocation might have been avoided with better planning. Few citizens 
will disagree with the proposition that hardships, dislocations, unemployment, 
the uprooting of families, and the undermining of living standards should be 
avoided to the extent that we have the wisdom and foresight to do so. 

A substantial portion of the dislocation that has already occurred is directly 
attributable to geographical differences in wage rates which have prevented 
employers in some areas from bidding successfully for Government work against 
lower-wage competitors elsewhere. Some of this underbidding based on low 
wage rates occurred in industries where Nation-wide Walsh-Healey minimums 
have been established. Despite these Nation-wide minimums, workers in the 
plants with relatively high wage levels are idle at a time when defense and essen- 
tial civilian requirements call for the full utilization of every potential productive 
man-hour. 

One reason for this unemployment is that current administration of the Walsh- 
Healey Act already gives too much consideration to substandard wages prevailing 
in the low-wage areas rather than to the minimums actually prevailing in the 
industry asa whole. The alleged ‘‘Nation-wide minimums” on which the Senator 
centers his attack are, in fact, nothing of the sort. In present administrative 
practice they tend to reflect minimums prevailing in the substandard rather 
than in the typical plants. The Fulbright amendments would carry the process 
a step further by letting the present substandard minimums sink to sweatshop 
levels. The inadequacy of existing minimums in preventing unemployment 
resulting from unfair competition based on depressed labor standards is therefore 
an advance indication and warning of the complete innocuousness to which the 
Fulbright amendments would reduce the Walsh-Healey Act. 

The Fulbright amendments would increase this type of defense unemployment 
by eliminating even the limited protection afforded by existing Walsh-Healey 
minimums. This would encourage the establishment of new sweatshops in new 
localities with substandard wage levels which the Secretary of Labor would be 
required to certify as the legal minimums for those localities. 

With geographical wage differentials thus magnified, unemployment would 
tend inevitably to increase rapidly in relatively high wage areas where employers 
would have even less chance of bidding successfully for Government work. 
Unable to compete, employers in those areas would be forced to shut up shop, 
abandoning or scrapping the production potential represented by existing plants 
and equipment. Their workers would be forced to sell homes and migrate to 
other areas, where they would have either to adjust themselves to new occupa- 
tions and new industries, or to accept lower wages and living standards in order to 
continue to make use of their present skills. The merchants and professionals 

pendant on those workers for their incomes would find survival impossible in 
the ghost towns owing their demise to what might be ealled a bill to create 
dislocations, unemployment and general economic havoc. 

We hope that upon further examination of all the facts and further reflection 
Senator Fulbright will agree that these consequences of his amendments are 
more serious than the denial of the privilege of Government contracts to a minority 
of employers who insist on having that privilege along with the antisocial privilege 


¢ 


of paying sweatshop wages to their workers. 
Vv. FAIR LABOR STANDARDS ACT NO SURSTITUTI 


The industry propagandists who have been busy preparing the ground for what 
they hope will be the final assault on the Walsh-Healey Act have been less inhib- 
ited than Senator Fulbright in revealing their real purpose. Modern Industry 
magazine, for example, carried a full page editorial headed ‘‘ Repeal Walsh- 
Healev”’ as long ago as May 1950. From that date on there has been a continual 
outpouring of misleading and distorted articles designed (1) immediately to 
intimidate those charged with administering the act, and (2) ultimately to win 
the elimination of the act itself. 

lhe basie themes of the campaign are that the Fair Labor Standards Act is all 
the minimum wage legislation we need; that there is conflict between the Walsh- 
Healey and Fair Labor Standards Acts; and that Walsh-Healey remains on the 
statute books only because Congress forgot to repeal it when the Fair Labor 
Standards Act was enacted. 


Two laws serve different purposes 


Studiously overlooked in this campaign, is the fact that the two acts serve 
different purposes; that the alleged conflict is resolved by the specific terms of 
Fair Labor Standards Act which provides in section 18 that none of its pro- 
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visions ‘‘shall excuse noncompliance with any Federal or State law or municipal 
ordinance establishing a minimum wage higher than the minimum wage estal)- 
lished under this act * * *; and that the Secretary of Labor specifically 
asked of Congress, in connection with consideration of FLSA, that the Walsh- 
Healey Act “be continued in full force and effect.’ 

FLSA is supposed to set rudimentary “minimum” labor standards ‘necessary 
for health, efficiency and general well-being of workers’’ applicable on a uniform 
basis throughout the Nation. 

The Walsh-Healey Act stems from a tradition—dating back to President Van 
Buren’s Executive order establishing the 10-hour workday on Government 
projects—under which Government uses its economic leverage to protect existing 
labor standards and, in some instances, to pioneer in raising them. 

The Walsh-Healey Act applies only to Government procurement contracts 
It was explicitly intended to prevent competition for Government work from 
undermining prevailing labor standards by protecting employers conforming to 
such standards from unfair competition by those who do not conform. 

The different theoretical concepts underlying the two statutes make it impossible 
practically to accept the FLSA as a substitute for the Walsh-Healey Act. The 
75-cent FLSA minimum would hardly serve to prevent unfair competition in 
the automobile parts industry, for example, where the average janitor current), 
earns about $1.60 an hour. Attempted use of FLSA to prevent unfair competition 
based on depressed labor standards would be futile in a situation where FLSA 
could not prevent an employer from paying less than half the going rate in the 
industry. 

Despite the propaganda to the contrary, the attack on the Walsh-Healey Act 
is not based on any overlapping or conflict with FLSA. It is based on a preference, 
assuming the inevitability of some form of minimum wage legislation, for laws 
with minimums so low they are meaningless rather than laws which permit the 
setting of minimums high enough so that they can have some practical effect on 
the wage chiselers. 

A minimum-wage law that sets no minimum 

The Fulbright amendments serve this preference perfectly. They would make 
of the Walsh-Healey Act a minimum wage law that sets no floor under wages 
Only the Fair Labor Standards Act would prevent the minimum wage permissible 
to a Government contractor from sinking below 75 cents per hour. Any employer 
in the industry who is able to find workers in any community who will accept as 
little as 75 cents an hour would be eligible to obtain Government contracts pro- 
vided only that no competitor in the same community paid higher wages. 


VI. COMPARISON WITH DAVIS-BACON ACT IS INVALID 


Senator Fulbright argues that his “locality”? amendment ‘‘will require tl 
definition of ‘locality’ to be the same as that declared in the Davis-Bacon Act, 
under which, for many vears, the Secretary of Labor has determined the minimum 
wages of laborers and mechanics employed in the construction of public works 
nd bauildings.”’ 

This argument ingenuously overlooks the essential difference between constru 
tion and manufacture both with respect to the administrative problems in 
termining the minimum wage and with respect to the practical effects of 
minimum established. 

Where construction is involved, the location of the project automatically de 
termines the locality for which the Secretary of Labor must make a Davis-Bacon 
Act determination. He needs survey wages only in one city. 

Where a Walsh-Healey Act supply contract is involved, the Secretary has no 
way of determining in advance which of scores, or in some industries even hundreds 
of localities, may ultimately receive the contract. The bidders who are to | 
subject to the minimum wage determination cannot bid intelligently unless they 
know what wages they will be required to pay. 

Thus, in order to set a minimum wage for any industry under the terms of the 
Fulbright amendments, the Secretary would be required to survey every community 
in which there is a plant capable of producing any of the products of that industry 
The mere problem of determining the geographical scope of the survey would of 
itself bea staggering one. The process of making the survey would be fantastical 
expensive. 
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An invitation to “bid peddling”’ 
Once a determination has been made under the Davis-Bacon Act, no contractor 
is automatically barred by that determination from bidding on the project. Any 
contractor, regardless of the location of his headquarters, may come into the com- 
munity and bid, provided only that he is willing to pay his workers the determined 
minimum wage. He may recruit labor locally on the basis of local wage levels or 
he may bring a crew in from outside if they are willing to accept the locally pre- 
vailing wage rates. 

\n employer seeking a supply contract subject to the Walsh-Healey Act, 
however, would be in quite a different position under the Fulbright amendments. 
The minimum wage applicable to him would be determined by the location of his 
establishment. If his plant were in a high wage locality, he could automatically 
be debarred from competition by the differential between the minimum wage 
applicable to his plant and that applicable to plants in localities where sweatshops 
predominated. 

In this way, the sweatshops would obtain a practical monopoly of the Gov« 
ment contracts available to their respective industries. The only avenue 
escape open to the employer in a high wage locality would | 
peddler.”’ He could have a secondary contractor subject to a substandard mi 
mum in a sweatshop community perform his work for him. Thus the minimum 
determined for the high wage | 


e tO become a 


localities would becomei noperative Wt 
employers in those localities might survive financially by “bid peddling,” their 
workers would be made jobless. 


Vil. CONCLUSION: A FOUR WAY MECHANISM TO DESTROY THE WALSH EAI ¥ 


The Fulbright amendments, in summary, provide a four way mechanism to 
render the Walsh-Healey Act worse than ineffective in accomplishing the purposes 
for which it was enacted. 

First, the Secretary of Labor would be unable to establish minimum wages that 
would prevent uifair competition based on sweated labor. The requirement that 
he set a separate minimum for each locality would in fact give the sweatshop 
localities a substantial competitive advantage over employers in localities with 
relatively good standards. 

Second, as a practical matter the Secretary would be able to undertake to make 
determinations only for industries whose facilities were confined to a limited 
number of easily identified communities. 

Surveys in widely scattered industries would be prohibitively expensive. 

And a congressional majority that would enact the Fulbright amendments 
would hardly be likely to provide the Secretary with the fantastically high budgets 
required to make such surveys. 

Blocking of determinations seems, in fact, to be one of the major purposes of 
the amendments. Senator Fulbright appears to have let the cat out of the bag 
when he argued that the absence of determinations for an industry does not 
interfere with the letting of Government contracts. He explained that “* * * 
minimum wage determinations established by the Secretary—which procedure 
frequently takes many months—apply only to bids and contracts solicited and 
made afier—the determination is announced. There is no retroactive aspeet to 
these determinations and a determination is not a prerequisite to a Government 
contract and never has been. Furthermore, the proposed amendments do not so 
require.”” [Emphasis in original.] 

Third, assuming the Secretary of Labor could find any industry (a) for which a 
determination could safely be made without throwing the available Government 
work into the hands of the sweatshops, and (b) which was concentrated enough 
geographically to be surveyed with limited funds available for the purpose, the 
effectuation of the determination could be blocked indefinitely by anyone suffi- 
ciently interested to file a lawsuit, no matter how ill-founded. 

The determination would thus become obsolete long before it became effective. 
With wages historically moving upward, obsolescence would tend to make it too 
low rather than too high. 

Fourth, ineffectual determinations for the few industries for which surveys 
could be financed would, after considerable aging in the courts, be deprived of 
most of their remaining vestiges of significance, if any, by the ‘“‘open market” 
amendment. Under present emergency conditions they could not be applied to 
half the contracts awarded in a typical industry and under normal conditions an 
even larger proportion of all contracts would be removed from their coverage. 
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To claim that plunging this four-pronged pitchfork into the vitals of the Wals 
Healey Act would merely restore its original intent is to accuse all those in Congr: 
who voted for the act in 1936 of intent to perpetrate a monstrous fraud on t! 
constituents. Outright repeal would be better because the issue would be plain 

Nothing worth saving would be left of the wage provisions of the act. T! 
would be worse than useless as a device to protect fair labor standards. It wo 
be better to repeal them outright rather than to leave them on the statute b 
in emasculated form as a degraded monument to a victory by the sweatshop lob 
won in the midst of a grave national emergency by legislative sleight of hand. 

These amendments would do the wage provisions of the Walsh-Healey Put 
Contracts Act to death by a stab in the back. Those who seek repeal of the 
should say so publicly so that all concerned may see and know the real issue a 
judge it on its merits. 


Senator Futrricut. Mr. Pettis, you are next. 


ANDREW PETTIS, VICE PRESIDENT, INDUSTRIAL UNION OF 
MARINE AND SHIPBUILDING WORKERS OF AMERICA, CIO 


Mr. Perris. I am willing to just present my statement. Andrew 
Pettis, vice president of the Industrial Union of Marine and Ship- 
building Workers of America, CIO, 534 Cooper Street, Camden, N. |J 

This statement is in opposition to the amendments. 

(The statement of Mr. Pettis follows:) 


STATEMENT OF ANDREW A. Pettis, Vice PRESIDENT, OF THE INDUSTRIAL UNION 
OF MARINE AND SHIPRUILDING WORKERS OF AMERICA, CIO 


The Industrial Union of Marine and Shipbuilding Workers of America, CIO 
is today appearing in opposition to a proposed amendment to the Walsh-Hea! 
Act offered by Senator Fulbright, to make industry-wide rate determinatio 
under the provisions of the Act impossible. 

First it must be clearly understood that the Walsh-Healey Act does not appl; 
to the construction of any vessels other than naval vessels, and is not applicahb| 
to the repair of vessels. On October 1, 1945, the Secretary of Labor and t! 
Administrator of the Public Contracts Division released section 7 of Rulings and 
Interpretations No. 3, dealing with the application of the Walsh-Healey Act 
the shipbuilding and ship repair industry. This states the following: 

‘‘(a) Contracts to manufacture or furnish small vessels such as canoes, ro 
boats, and launches are contracts for the manufacture or furnishing of equipm« 
and are subject to the Act. The construction of ships, except as provided 
subsections (b), (ce), and (d) below, is not subject to the Act. 

“(b) Seetion 12 of the Act of May 17, 1938 (52 Stat. 403, 34 U. S. C. 498K 
and section 8 of the Act of June 14, 1940 (54 Stat. 395, 34 U. S. C. 498L), « 
larged the application of the Public Contracts Act by providing that the const) 
tion, alleration, furnishing or equipping of any naval vessels shall be in accorual 
with the provisions of the Public Contracts Act, unless such course, in the ji 
ment of the President of the United States, should not be in the public inter 

‘‘(e) These statutes do not extend the jurisdiction of the Publie Contra 
Act to the construction, alteration, furnishing, or equipping of all ships, | 
only to such activities when they are performed on naval vessels. Accordi) 
these acts would not subject to the Public Contracts Act the construction of a mer 
ship under a contract let by the United States Maritime Commission. 

‘“(d) Under these statutes all work of the kinds described must be perfor! 
in accordance with the provisions of the Public Contracts Act whether the w 
is performed by a primary contractor or by a secondary contractor. A second 
contractor who is not himself engaged in the construction, alteration, furnishing 
or equipping of a naval vessel is not by reason of these Acts brought within | 
purview of the Public Contracts Act merely because he manufactures mate) 
used in shipbuilding or furnishes them to shipbuilding firms having contract: 
construct such vessels.’’ [Emphasis supplied.] 

Therefore, the Walsh-Healey Act does not apply to the construction or re} 
of merchant vessels and does not apply to the repair of naval vessels. In b 
of these cases the Davis-Bacon Act applies. We would like respectfully to p 
out to the Banking and Currency Committee of the United States Senate | 
it would be impossible in an emergency situation in the shipbuilding indu 
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to apply the Walsh-Healey Act on an area basis or on any basis less than that 
of a zonal basis. ; 

During two previous national emergencies when naval shipbuilding was carried 
on in private yards, wages in the shipbuilding industry had to be stabilized 
nationally to prevent labor scamping or piracy. 

The shortage of skilled labor in shipyards during any emergency period makes 
Nation-wide rate setting the only method of preventing a disastrous spiral in wages 
because yards are outbidding each other for workers. 

The only time at which the Walsh-Healey Act would apply to this indus try 
would be a time of emergency when private contractors are buildin g naval vessels. 
Naval construction is usually carried on in Government naval shipyards and it is 
not let out to any great extent during times of peace. It is, however, let out dur- 
ing time of national emergency. At this point—during the time of emergenecey— 
any attempt to limit minimum wage determinations under the Walsh-Healey 
Act to an area—even to a labor market area as that term is technically known— 
would mean that labor piracy would be encouraged by the very action of the law, 
something we have attempted to avoid at all costs in this industry. 


Senator Futsricur. Mr. Paley? 
Mr. Pavey. Here is a statement of the United Paperworkers of 
(merica. 


STATEMENT OF HENRY PALEY, RESEARCH DIRECTOR, UNITED 
PAPERWORKERS OF AMERICA, CIO 


Mr. Pavey. I am speakiog on behalf of our opposition to the 
Fulbright amendment. 

This amendment is particularly important in our industry today. 
Following careful study of the amendment proposed by Senator 
Fulbright, it is the conclusion of the United Paperworkers of America 
that the adoption of these amendments will result in extensive damage 


to the present wages and working standards in the paper industry. 

As the sixth most important manufacturing industry in the United 
States, employing a half million Americaps, it is our sincere belief that 
any conditions adversely affecting paper industry standards should be 
a matter of great concern to the Senate of the United States, as well as 
all other Americans. 

There is no question but that the proposed amendments would 
result in substantial weakening of the Walsh-Healey Act and may, 
in effect, have the same result as repealing such limited effective ad- 
ministration of the Walsh-Healey Act as now exists. 

Passage of the Fulbright amendment would be equivalent to Gov- 
ernment subsidy of marginal producers existing solely on their ability 

) pay substandard wages. No one will dispute the fact that the 
nauaiinmeds contracting with the Government has the advantage 
of a favored and secure market. 

Funds for these purchases by the largest buyer in the world comes 
from all the taxpayers of the United States whose elected representa- 
tives have made it abundantly clear, in such legislation as the Walsh- 
Healey Act, that it 1s contrary to ete policy for the Government 
to encourage competition in bidding for Government contracts on the 
basis of cutting wage and working standards. 

To the contrary, it is clearly in the interest of the entire economy 
lo encourage greater produc tion of ente rpr ises meeting pre -vailing 
wage standards. The Walsh-Heale "y Act, it should be emphasized, 
does not provide premium pay for employees of Government contrac- 
tors; it merely stipulates meeting “‘prevailing”’ scales which are usually 
below union standards for industry. 
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It would be more fitting, in this time of national emergency, for th 
Senate Banking and Currency Committee to be considering legisla- 
tion to strengthe ‘n the Walsh-Healey Act rather than weaken it. 

We should like to call attention to the so-called locality amendment 
submitted by Senator Fulbright. Revision of this provision can do 
substantial damage both to employees and manufacturers in the pape 
industry engaged in fulfilling Government contracts. 

A fact generally known is that much of the American paper industry 
is located in smaller communities, in many cases mills and factories 
are located in different communities only a few miles apart. Under 
the amendment one company paying substandard wages and having 
substandard working conditions, and possibly by circumventing othe: 
wage and hour laws, could steal from a neighboring community Gov- 
ernment contracts to the detriment of the more prosperous community 
and to the damage of the current Government contractor and his 
employees. 

The American paper industry is spread out over thousands of smal! 
communities throughout the country. Adoption of the Fulbright 
amendment would make necessary thousands of separate determina- 
tions for Government contracts and would be next to an administra- 
tive ere. 

Moreover, it has already been proven that cost-of-living and other 
factors such as freight rates, material and production costs, do not 
vary to an extent making it necessary to go to such radical extremes 
as is contemplated by the Fulbright amendment. 

At the present time it must be admitted that the provisions of the 
Walsh-Healey Act have made no great contribution to improvement 
of wages and conditions in the paper industry; however, the existence 
of this law has, to some extent, been a source of encouragement to those 
employers who have endeavored to provide reasonable and decent 
working standards. On the other hand, the adoption of this amend- 
ment would reverse the beneficial influence of the Walsh-Healey Act 
and, in effect, be a source of encouragement for substandard competi- 
tion. 

At a time when the paper industry is confronted with what amounts 
to a recession, passage of the proposed amendment would encourage 
operation of marginal manufacturers. 

Paperboard, one of the three largest segments of the industry, is 
now being produced at about 85 percent of capacity. In 1950 and 
1951 this branch of the industry was operating at better than 100 
percent of capacity. 

The container field, another of the large industry divisions, has 
suffered even more drastically. 

It is only in the fine-paper division where the industry has been able 
to maintain relatively high levels of productive capacity. A major 
part of Government purchases is in this division. 

The proposed amendment would undoubtedly have a depressive 
effect upon those branches of the industry already depressed by various 
economic conditions and moreover would serve to weaken the fine 
paper branch. Bringing marginal producers into the industry picture 
at this time would serve to sharpen industry slumps which have 
plagued this section of the American economy since the end of World 


War II. 
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the The “open market exemption amendment”’ in effect eliminates the 
sla- paper industry from coverage of the Public Contracts Act. The 
vast majority of all paper produc ts, regardless of Government specifi- 
ent cations, are either identical to or greatly similar to paper products 
do available to the public on the open market. 
pel In effect, this amendment removes the paper industry from what- 
ever limited beneficial protection it presently may enjoy under other 
try statutes. It should be evident that this provision will cause substan- 
ries tial damage to conditions in the industry both as they apply to em- 
det ployers and employees alike. 
ing An inspection of the list of Government contractors will find that 
her paper-industry concerns mentioned are, with few exceptions, paying 
Ov- wages in excess of whatever standards the Walsh-Healey Act would 
ity apply. These concerns have been able to bid competitively and 
his successfully on the basis of technological developments and other 
management policies representing substantial capital outlays. 
nal Tearing down the barrier of the Walsh-Healey Act would only serve 
ghit to introduce the fly-by-night operator into the paper industry whose 
a ; activity would not only jeopardize the wages and working standards 
tra of paper workers but would seriously damage the competitive position 
of enterprises representing substantial segments of our economy. 
her Passage of the Fulbright amendment would be penalizing efficient 
not management. 
mes More than $140 million in Government contracts were let in the 
paper industry during 1951. Paper and paper products represent a 
the major governmental expenditure. 
ent Considering all of these foregoing factors, which can be substantiated 
nee by even a limited study of paper-industry publications, the United 
10st Paperworkers of America, on behalf of its thousands of members and 
‘ent their families, sincerely urges that the Comuinittee vote against con- 
‘nd- sideration of Senator Fulbright’s proposed amendments to 5. 2594. 
Act Now, I would like to make one further statement on this. Our 
eti- industry has been in the process of receiving a W alsh-Healey 
determination for some time. 
In the summer of 1951 the final hearings were heard and briefs 
submitted. It was based upon a tabulation, a statistical tabulation 
made by the BLS in May of 1950. 
At the time of the hearing, the figures were already outmoded. We 
are still awaiting a determination and have not received one at this 
100 time. 
I believe it would certainly be more fitting at this time, when our 
has industry is undergoing a serious recession, for the Government, 
instead of considering legislation to weaken the Walsh-Healey Act, 
able to do something to accelerate determinations, to eliminate whatever 
ajor regional allowances are made in the present Walsh-Healey Act, 
rather than weakening it as this proposed amendment would do. 
sive Mr. Epetman. Could I take 30 seconds to make a statement for 
jous the record, please? 
fine Senator Fu_sricur. Yes. 
‘ture Mr. Epetman. I am John W. Edelman, representing the CIO 
lave legislative committee. 
orld 
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STATEMENT OF JOHN W. EDELMAN, REPRESENTING 
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CIO LEGISLATIVE COMMITTEE 
“ ¥ , \ 

Mr. Epeutman. In Mr. Carey’s letter of 3 days ago to the com a 
mittee, he mentioned a list of C1O unions affected by the Walsh g 
Healey Act, most of whom could not appear here today. 

. . . . * . ) 

We have been in touch with them by telephone. For various : 
reasons they could not prepare testimony. All of these units, approxi- 0 
mately 10, who could not appear here, if they had an opportunity to 
appear here, would have recited data similar to the paper and othe . 

a 
such testimony as has been offered here showing that the Fulbrigh: 
amendments would have a harmful effect on their particular industries b 

I thank you, Mr. Chairman. \ 

(The following letters were submitted for the record:) b 

{ 

Hovske or REPRESENTATIVES, 
Washington, D. C., May 16, 1952. i 
Hon. Burnet R. MaysBank, bh 
Chairman, Committee on Banking and Currency, 7 
United States Senate, Washington 25, D. C. 

Dear SENATOR MAyYRANK: Please permit me to express my strong oppositior l 
to the Fulbright amendments to the Defense Production Act, on which your v 
committee is holding hearings Monday, May 19, and on which, I understand, h 
you intend to vote immediately after Monday’s hearings have been concluded. 

I speak as a Member of Congress from Massachusetts, whose industry an V 
workers would be severely penalized by passege of the Fulbr ight amer abents a 
I represent much of the same district as did Arthur Healey, coauthor of th 
Walsh-Healey Act, and the other author, of course, was a Senator from Massa s 
chusetts. But Massachusetts is far from unique in this matter. The Fulbrigh: t 
amendments would also penalize industry and workers in vast sections of th: I 
Nation. 

While ostensibly the Fulbright proposals are amendments to the Defense 
Production Act, actually they are amendments to the Walsh-Healey Act. I 
fact, if approved by Congress, they would emasculate a law that for 15 years has 
admirably performed the purposes for which it was enacted. 

It. would be kinder and more direct to repeal the Walsh-Healey Act in its entiret 
because the enactment of the Fulbright proposals would leave it nothing but a: | 
empty shell and a mockery of Congress’ original intention. 

That intention was twofold: (1) to protect prevailing labor standards from being 
depressed by contractual Government expenditures; (2) to protect legitimate and 
fair-paying manufacturers and dealers in bidding on Government contracts. Ths 
act was aimed at sweatshops, use of child and convict labor, and at unsafe and ; 
unsanitary working conditions. 

These objectives have been achieved, not only to the satisfaction of workers : 
and employers, but of the public as a whole. I know of no serious controvers\ ; 
over the fairness of the Walsh-Healey Act in the long years of its operation. : 

The first Fulbright amendment would require that prevailing minimum wage 
rates shall be determined for every single “‘city, town, village or other civii sub- 
division in which the materials (pursuant to Government contract) are to be 
produced.” 


This means that Government contracts would flow to employers who maintai! 
the cheapest labor standards, and ther2fore bring back the very condition th: 
Walsh-Healey Act was designed to eliminate. It means the Government would 
merely be ratifving the lowest wage levels. 

Under the Walsh-Healey Act, as it has long been administered, factual deter 
minations of prevailing wages are made by the Department of Labor after fu 
hearings and minimums are set for Government contracts, on a Nation-wide basis 
when appropriate. 

This Fulbright amendment would produce a vast variety of minimums that 
would tend to depress wages. It would permit a sharp-shooting employer not i! 
position to establish local prevailing wages to shop around to find places wher 
contracts could be performed with substandard labor. 

The amendment would penalize small business by discouraging small business 
pools from bidding on Government contracts, because each member of the poo! 
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might be subject to a different minimum wage, thus causing difficulty in de- 
termining over-all cost. 1 

The second Fulbright amendment would exempt from the provisions of the 
Walsh-Healey Act contracts for the purchase of articles and equipment ‘“‘of stand- 
ard type and construction as are usually sold in the open market to purchasers 
generally.”’ 

This drastic change means that half of all Government contracts now covered 
by Walsh-Healey would be exempted. It means that orders for such things as 
shoes, typewriters, tables, sheets, woolen goods, and other items commonly sold 
on the open market could be produced by cheap operators. 

It means that workers would not be protected either by the yardstick of pre- 
vailing minimum wages, but they also would be deprived of the important safety 
and health safeguards of the Walsh-Healey Act. 

It means that legitimate dealers would be subject to the competition of ‘“‘bid 
brokers’ and ‘‘vest pocket dealers,’’ who are now barred from bidding by the 
Walsh-Healey Act. These petty racketeers would have a field day if the Ful- 
bright amendment is successful. Here again, conditions would be recreated which 
the Walsh-Healey Act was originally aimed against. 

The third Fulbright amendment requires that all orders, findings, rules and 
interpretations of the Secretary of Labor under the Walsh-Healey Act shall be 
based on hearings and decisions as provided by the Administrative Procedure Act. 
This seemingly innocent provision would give rise to long and vexing delays in the 
performance of Government contracts, and could clog the courts with litigation. 
[It could be used as a device to hamstring the Walsh-Healey Act by all those forces 
which would profit by such an outcome. To those forces, the provision would 
have a high nuisance value. 

On the whole, the Fulbright amendments would vitiate the Walsh-Healey Act, 
which for 15 vears has played a most valuable role in protecting fair wage stand- 
ards and fair employer practices. 

In view of the gravity and far-reaching effect of the Fulbright amendments, I 
should like to go on record as favoring the proposal of Senators Douglas and Ben- 
ton that the Fulbright amendments be referred to the Senate Committee on 
Labor and Public Welfare for further consideration. 

Sincerely yours, 
JoHN F. KENNEDY, Member of Congress 


SouTHWEsT MANUFACTURING Co., 
Little Rock, Ark., May 16, 1952. 
Hon. J. W. FuLpricut, 
Senator, United States Senate Office Building, Washington, D. ( 


Dear Biiu: I was encouraged to read in yesterday’s paper about your posi- 
tion regarding the Walsh-Healey Act, which has to do with minimum wages on 
Government contracts. 

To give you a practical application of this act, our plant is equipped to make 
certain parts for airplanes; and the minimum wage set up by the Walsh-Healy 
Act forbids our even entertaining the idea of bidding for subcontracts, inasmuch 
as the minimum wage called for in this act is substantially higher than the mini- 
mum wage which the boat business could support. And it would be utterly 
impractical for us to pay a certain wage rate for one product and another wage 
rate for another product. This could only lead to sad labor relations. This 
particular case is applicable to practically any part of this country, and not 
necessarily the South. You are quite right, when you stated that these mini- 
mum wages automatically lift the cost of any product made for the Government. 

Another angle to be considered seriously, is the fact that a small operator with 
limited capital cannot tool-up in a manner that would eliminate to the nth 
degree man-hours in the fabrication of any given article. Therefore, in the 
practical application, this small operator necessarily uses more man-hours and 
oftentimes can compete if let alone by a wage disparity. As his capital builds 
up, he naturally increases the efficiency of his plant, and is in a position to pay 
higher wages, when he finds himself tooled up like the large companies. I have 
no sympathy for any employer who insists on paying unreasonably low wage 
rates. However, with activity in production as it has been in the past 10 or 
15 vears, this individual is forced to pay comparable wages in his area if he hopes 
to keep his help, 
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Perhaps you have been cited these two instances, but I wanted to be sur 
that you had sufficient ammunition to continue your fight to have the regulatory 
bodies to spell out what they mean by local wage rates. 

Sincerely, 
SourHweEst MANvuFaActTuRING Co., 
FRED J. VENNER, President. 


Senator Futsricutr. The committee stands in recess until 10 o’clock 
in the morning. 

(Whereupon, at 4:45 p. m., the committee recessed, to reconvene 
at 10 a. m., Tuesday, May 20, 1952.) 
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TUESDAY, MAY 20, 1952 


Unirep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, dD. ( 

The committee met, pursuant to adjournment, at 10 a. m., room 301, 
Senate Office Building, Senator J. William Fulbright presiding. 

Present: Senators Fulbright, Robertson, Frear, Douglas, Benton, 

Capehart and Schoeppel. 

Senator Futsricut. The committee will come to order, please. 

l understand Mr. Walter Mason is the first witness for the A. F. of L. 
Will you come forward, Mr. Mason, and sit down? 

Mr. Mason, how many witnesses have you? 

Mr. Mason. Just myself, Mr. Chairman, and Mr. Marx Lewis, 
general secretary of the United Hatters, Cap and Millinery Workers, 
affiliated with the American Federation of Labor. 

Senator Futsricut. We have approximately 2 hours and a half. 
Do you think you could finish your presentation within that time. 
We have some matters on the floor this afternoon? 

Mr. Mason. I believe we can, Mr. Chairman, because we are all 
going to testify here and not make individual statements. 

Senator FuLBRiGgHT. As you know, there are two or three other 
committees holding sessions. | am supposed to be in Foreign Re- 
lations this morning, and the other members have other commitments. 

Senator Benton I believe had something. 

Senator Benron. If | could interrupt the witness for a moment, I 
might sav | am sorry that | cannot myself stay to listen to the testi- 
mony this morning. I shall certainly read particularly the testimony 
coming from the United Hatters; | have an interest in the hat business. 

Senator Futsricgur. Do they make hats in Connecticut? 

Senator Benron. We call our great city of Danbury the hat capital 
of the world. You can see | would have a special interest in wanting 
to be here. 

| have a statement, Mr. Chairman, by Seymour E. Harris, chairman 
of the New England Governors’ Committee on the Textile Industry, 
made before the Department of Labor May 15, 1952, which is very 
germane to the subject of these hearings, and with your permission, 
| would like to insert it in ~ record, make it a part of the record. 

The verv fact that the New England governors have a committee 
on the textile industry would show the great importance of this subject 
to New England, and we have in this statement a good summary of 
the problem applied to the textile industry in the New England area. 

Senator Futsricut. You wish to insert that in the record? 

Senator Benton. Yes. 


2745 
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Senator FuLtprientr. Without objection, it will be inserted in the 
record at this point. 

Senator Benton. Thank you, Mr. Chairman. 

(The document referred to follows): 


STATEMENT OF Sgeymovur E. Harris, CHAIRMAN OF THE NEw ENGLAND GOVER 
NoRS’ COMMITTEE ON THE TEXTILE INDUSTRY— MINIMUM WAGES IN WOOLEN: 
AND WorstEeps UNpER THE Wa.usH-HEALEY AcT 


SUMMARY 


I am speaking as Chairman of the New England Textile Committee, a committe: 
appointed by the New England governors. I subscribe to a higher minimum i: 
woolens and worsteds under the Walsh-Healey Act, though I am not necessaril) 
supporting any specific figure. 

The industry is still three-fifths in New England and about 12 percent in thi 
South. Minimum wages under the Walsh-Healey Act are supposed to reflect 
the wage structure in the region of greatest concentration—hence New England 

At least one important trade association opposes the higher minimum wages 
It seems to rest its case on the fact that it represents the South as well as the 
North; on the opposition to all Government interference and meddling; on the 
fear that a higher minimum would freeze wages, which might be disastrous should 
a depression and a price collapse occur. 

I am not impressed by any of these arguments. Minimum wages under the 
Walsh-Healey Act would not significantly interfere with wage adjustments should 
they be required and be practical. (The average would greatly exceed the mini 
mum in the North.) The National Association of Woolen Manufacturers 
speaking for the industry, should represent the North primarily. Does it represent 
the major or the minor segment of the industry? Is it clear that thousands of 
small operators agree with the larger ones who seem to oppose higher minima. 

The position of the trade associations would be much stronger if they had 
stopped other Government interference or meddling, as they call it. 

What of certificates of necessity? New England obtained one-fifth of what is 
to be expected in view of her relative manufacturing employment, and one-third 
on the basis of all her employment. 

What of the vast expansion of textile capacity tolerated and even subsidized 
by Government? The main expansion is in the South (in New England, with 25 
percent of capacity, about 1 percent of Government-sponsored expansion); and a 
concentration of aid on fabrics mainly produced in the South. Why did not these 
associations see that capacity was not increased for an industry with so much 
excess capacity, ‘and with the aid of Federal money and allocations of scarce ma 
terial? Why did the South, with one-fifth of New England’s woolen and worsted 
capacity, receive five times as much (in value) of certificates of necessity in woolen: 
and worsteds? 

Why, finally, does the South need the vast expansion in textiles? Is it a wis¢ 
development from her viewpoint? And does the history of the South show that 
minimum wages have prevented her from growing much more rapidly than ir 
New England? Scan the figures in the body of this paper. 

1. The minimum for woolens and worsteds, 1949-52, and the proposed new minimi? 

Under the Walsh-Healey Act, the Secretary of Labor, on April 6, 1949, set th 
new minimum for woolens and worsteds at $1.05 per hour. The union representa 
tive estimated that well over 75-80 percent of the industry’s workers wer 
covered by a minimum of $1.05 an hour. 

In woolens and worsteds, the Woonsocket manufacturers estimate the low 
the South at 98 cents, the high at $1.35, and the average at $1.15. The averag 
in Woonsocket is $1.56, the differential being 41 cents, exclusive of a fring 
differential of 15 cents (the latter is a generous estimate). It is now proposed 
to raise the minimum from $1.05 to $1.26. (The AFL proposed a $1.30 minimum 

“We do herewith petition for the establishment of a minimum wage of $1.265 for 
the woolen and worsted industry under the Publie Contracts Act and the incorpo 
ration in such determination as the prevailing practice a wage escalator provisio! 
for 1 cent quarterly adjustment for each 1.18 rise in the Consumers’ Price Inde: 
(Old Series) beginning with February 15, 1951, and the following other provisions 
six paid holidays; shift premiums of 4 cents for the second shift and 7 cents for 
the third shift: and the payment of vacation benefits of 40 hours’ pay for en 
ployees with 1 year’s service; 60 hours’ pay for 1 to 3 vears’ service; and & 
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hours’ pay for 5 years’ service or more. We are attaching herewith a typical 
provision regulating the preceding items in the woolen and worsted industry. 

- “We urge the same definition of this industry as the one which the Secretary 
of Labor adopted in the determination of the prevailing minimum wage for this 
industry on April 14, 1949.” 

Unfortunately, the rise in the minimum does not result in a corresponding in- 
crease in average wages. First, because higher minima tend to be followed by a 
narrowing of the differences within plants. Second, because there are violations 
of the minima in a substantial number of cases. Third, because m 
do not accept Government contracts, and, moreover, the higher 
either induce employers to abandon Government contracts or 
Government work so that the minima have the smallest effects 


any plants 
minima may 


segregate the 


Objectives of minimum wage legislation 


The objective of minimum legislation is to assure workers a minimum wage 
adequate to cover the costs of a minimum standard of living: to prevent parasitie 
middlemen from intervening between Government and public contractors in 
order to channel contracts to those who exploit labor; to protect employers who 
pay a fair wage from unfair competition; to stimulate increased productivity as 
an offset to higher wages required under minimum wage legislation. It should 
also be observed that, whereas in the thirties the case for minimum wage legisla- 
tion was protection against wage-cutting associated with excess labor, the case in 
the forties and fifties, a period of labor shortage generally, rests largely on the 
need of stimulating movement into productive industries. 


The attitude of some representatives of industry 


In the woolen and worsted industry, there is a conflict of objectives between 
some representatives of industry and labor. The National Association of Woolen 
Manufacturers and other trade associations are against a higher minima for 
woolens and worsteds. 

Their reasons seem to be as follows: 

a) Since the industry is heavily concentrated, the minimum would reflect the 
TWUA’s contract in New England. Industry is fearful that if this contract 
were legalized as a minimum the net effect would be that there could be no retreat 
in case a severe recession occurred and lower prices and wages became necessary 

b) Industry is also fearful of higher wages as a deterrent to consumer buving 
In woolen and worsted higher minima affect the wage structure in New 
whereas they do not in cotton and rayon in New England 

These associations are opposed to Government interferenc 
the effect be temporarily favorable. 

d) The National Association of Woolen Manufacturers has a 
to both its southern and northern members. 


f Undoubtedly the indust ry is anxious to leave open the Pp wssibilitv of indust ry 


England, 
even should 


responsibility 


movements to low-wage areas. 

It is our view, however, that it is to the interest of New England to havea higher 
minimum in woolens and worsteds. At present, the industry is expanding in the 
South and migrating there. A minimum, based on New. England wages, would 
greatly narrow the wage differentials between South and North and greatly 
liscourage the migration to the South. We believe the Sout 


h-North competition 
is much more important as a factor in New England’s economic well-being than 
he actual minimum rate. 


Speaking for the New England community 
[ want to make it clear that I am not speaking either for management or labor. 


I am speaking for the community, which has a greater interest in the maintenance 
of a healthy textile industry than even labor or management. The loss of a job 
textiles in New England means a loss of two jobs in New England. It takes a 


long time before the plants shut down are replaced; and they are generally r 
placed, if they are, by industries that offer less attractive work and pay 


K Ic- 

I need only mention the substitution of apparels for textiles. Relative to tex- 
tiles, apparels are three times as important in New England as in 1919. The 
average hourly pay in apparels in one New England State is almost one-third less 


than in textiles. 


5. The meaning of the minimum 
\s J said above, some representatives of management are fearful of imposing a 
igher minimum because of the danger of being saddled with a legal minimum 
which could not be reduced in the midst of a recession. This is a wrong reading 
of the proposals. First, because the minimum applies only to Government con- 
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tracts, and management is still free to bargain on non-Government work, without 
any restraints imposed by Walsh-Healey. Second, because even the minimum 
proposed bythe TWUA is substantially below the average pay received by wooley 
and worsted workers in the North. Hence even on Government contracts, sub- 
stantial pay cuts would still be possible. 


6. Attitude of management toward Government 


Opposition of some elements in management rests on two other considerations 
which ought to be elaborated. 

The first is that minimum wages are a form of Government regulation, and, 
on general principles, management will not accept Government meddling 
even if the effects are favorable to the industry. This seems like a specious 
argument, especially since minimum wages are already on the statute books. This 
argument has little appeal to the workers and many of the manufacturers who are 
threatened with losses of jobs and business. Surely Lawrence, a town with 
100,000 population and 20,000 unemployed (probably in excess of one-fifth of the 
labor force), is not attracted by the decision on grounds of principle, however 
supportable on moral grounds. 

Nor are the thousands of small woolen mills closing in large numbers and in 
many instances subject to salvation only through Government contracts during 
this crisis period. They are aware of the large wage differential and other cost 
disadvantages. They are aware that the growth in synthetics, the spread of thx 
American system in the manufacture of woolens are further threats. I wonder if 
the National Association of Woolen Manufacturers is really speaking for the 
thousands of small manufacturers, or primarily for the minority of large producers, 
one of whom has already made clear his approach to minimum wage legislation 
At any rate, the large manufacturer has advantages in Government contracts anc 
can afford to spurn the gains from higher minima. The hearing panel would 
have been touched by a small manufacturer in New England who testified before 
our committee, who was fighting a courageous, talented, and resourceful fight to 
save his family firm (more than 100 vears old), and to whom arise of this minimum 
of 10-20 percent might make the difference. 


7. Government inte rference and the status of textiles 


These proponents of nongovernmental action would have had a much stronger 


case had they been sufficiently active to stop the subsidization of the industry 


the South: in the tremendous gain of cheap power, in the vast construction in the 


South through the use of Federal money, in the large contributions of the Federal 
Government to the building of synthetic plants and new textile capacity in t! 
South. It is not easy to justify the allowance of $114 million in tax amortizatio! 
certificates in syntheties and the close to $60 million in other textiles. It 
interesting that, relative to its capacity in woolens and worsteds, the Sout! 
received 25 times as much tax aid as New England. 

Here are some interesting facts on this score. 

(a) In general, New England’s certificates of necessity and the accompanyi! 
tax amortization (TA), which in fact put a large part of the cost of financing o1 
the Federal Government, have been disappointing. In relation to its proporti 
of manufacturing employment, New E:ngland’s TA’s (tax amortization) of about 


$350 million against $15 billion at a comparable date for the Nation’s TA’s were 


one-fourth to one-fifth of what was expected (2 percent of the Nation’s total and 10 perc: 
of the Nation's manufacturing). In relation to all employment, about one-third 

DPA, Defense Programs, Federal Aid for Facilities Expansion, March 31, 1952 
and New England Council News Letter, April 1952). 

b) This is explained in part by the issue of TA’s for industries and activit 
in which New England does not have a great stake. For example, under > 
allotments of scarce materials for the second quarter of 1952 (which reflects 
a general way, expansion on the basis of national objectives since the Korean wat! 
the following is of interest: 


»4 


NPA 


Primary- 
metal Chemi 


industries 


NPA allotments—percent of total costs of projects, second quarter, 1952 40. 71 
Percent of distribution of production workers; New England percentage of 

workers in industry to percent of industry to United States total (100 means 

percent equal to United States (percent) __- , 50. 00 





Th 


value 


accol 
some 
etc., 
favor 
papel 
half, 
Al 
not a 
To 
9.63 
allott 
but e 
Si 
releas 
(Cc) 
neces 
contr 
the a 
purpe 
large 
Ne 
of the 
textil 
$57 n 
and v 
Th 
than 
worst 
at lea 
capac 
(d) 
unfav 


Miscell: 


Sout 


Soure 
Manufa 


The 
contra 
e) 
the m 
Feder: 
million 
for rai 
and le 
8. Wh 

A gs 


factur 
North 


____. 


Figu 
TA’s 


wut 
mln 
ol 

sub- 


ions 


and, 
lling 
‘ious 
This 
yare 
with 
f the 
ever 


1d in 
iring 
cost 
f the 
ler if 
r the 
icers 
ition 
Ss al 

vould 
efore 
ht to 
mun 


onger 


try 


in the 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 2749 


Thus, primary metals receiving allotments accounted for 41 percent of the 
value of projects; but New England’s stake in this industry was one-half relative 
to the Nation’s stake. 

New England’s less favorable situation in relation to these allotments, which 
account for 62 percent of the relevant construction, is not nearly offset by a 
somewhat greater proportion of employment than in the country for machinery 
ete., for these industries account only for 9.09 percent of the total costs of projects 
favored by allotments of scarce materials, nor is the offset important for pulp and 
paper, Where New England’s relative employment exceeds the Nation’s by one- 
half, for this industry accounted for only 3.89 percent of total costs of projects 

Aircraft accounts for 11.14 percent of the total; but a regional breakdown is 
not available. 

Textiles account for 20.88 percent of New England manufacturing employment 
9.63 percent for the country); but only for 4.76 percent of the costs of projects 
allotted scarce materials. And, as we shall see, New England received anything 
but equal treatment here. 

Similar results are found in the allocation of structural steel, NPA press 
release, February 29, 1952.) 

c) What is especially distressing is the allotment of TA’s (certificates of 
ecessity) in the textile industry. Here the Government made an important 
‘ontribution toward increasing excess capacity. The TA’s issued far exceeds 
the amounts required to increase capacity in special fabrics required for military 
purposes, e. g., duck. It is difficult to justify $114 million for syntheties and a 
large part of the close to $60 million for textiles: 

New England, with about 25 percent of the employment, received but 3 percent 
of the $57 million of TA’s! in textiles and less than 1 percent of the amount in 
textiles and synthetics. The Southern States received all the remainder of the 
$57 million, except for $9.3 million in border States and $3 million elsewhere, 
and will receive most of the benefits of the large TA’s in synthetics 

The South, with more than 50 pereent of employment in textiles, received more 
than 90 percent of the TA’s issued in the textile industry. In woolens and 
worsteds, the South received $4 million, as against $800,000 in New England, or 
at least 25 times as much as New England when allowance is made for the varying 
capacity (Congressional Record, April 4, 1952). 

d) The distribution of TA’s in textiles (even exclusive of svnt! ‘'s) Was 
unfavorable to New England. 


employm 


New 
England 


olens and worsteds 

nand thread mills, except wool 
Cotton and rayon broad woven fabrics 
Miscellaneous textiles 


South. 


Source: Congressional Record Appendix, Apr. 4, 1952; Cf. NPA Release No.1 
Manufacturers, 1947. 


The above table shows that the major expansion with Federal aid as well as 
contracts (probably) went in fabrics in which the South concentrated 

e) In the allocation of scarce materials, the textile industry, probably one of 
the most overexpanded industries in the Nation, was allowed to expand with 
Federal aid and encouragement more than any other nonmilitary industry $336 
million against $278 million for pulp and paper, $86 million for rubber, $11 millior 
for railroad equipment, $7 million for printing and publishing, and 0 for leather 
and leather products) 


8. Where are the woolen and worsted manufacturers? 

A second point that bothers the National Association \ 
facturers is that they are a national organization with members from both the 
North and the South. But the point is that New England’s industry is still close 


f Woolen Mant 


Figures for TA in next three paragraphs and table relate to amount of 
TA’s Pax amortization applies to about one-half of the investment amount 
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to five times that of the South, and the latter accounts for but about one-sevent}; 
of the industry’s total. Are they speaking for all their members or the souther), 
members? 


9. The frontal attack of the South on minimum wages 


It is well to stress at this point the attack of the South on minimum wage 
legislation. If this attack succeeds, the effects on the New England economy wi! 
be serious. The South deserves much of its industrialization; but we should fight 
industrialization which expands at the expense of national minimum standards 
of work and wages. 

The Fulbright amendment of minimum wage legislation is a case in point! 
This, together with cuts in the appropriation of Wages and Hours Contracts 
Division, is part of a general attack on northern wage standards. 

On April 21, 1952, Senator Fulbright introduced an amendment to the Defense 
Production Act (S. 2594) which would largely cripple the Walsh-Healey Aci. 
In particular, he would require that wages be fixed on a local basis; that the act 
should not apply to materials, supplies, etc., purchased ordinarily in the opx 
market; and that the decisions of the Secretary of Labor should be subject 
review as provided in sections 7 and 8 of the Administrative Procedure Act of 1946. 

The Fulbright amendment is but one facet of an over-all concerted attack by, 
southern Congressmen directed toward favoring low-wage areas. Senator Ful- 
bright clarified his views on “Yankee Imperialism” in the 1951 hearings on th 
RFC when he insisted that the Northeast had been exploiting the South f 
generations. 

In the Congressional Record of March 25, 1952, the following appeared: 

“The reasoning behind these particular cuts is as follows: These particular items 
are for he enforcement and carrying out of the Walsh-Healey Public Contracts 
Act; and, also, of course, the Fair Labor Standards Act. It is entirely possible 
and I understand consideration is being given to it—that there will be a suspen- 
sion of the Walsh-Healey Public Contracts Act; and, incidentally, the President 
does have the power to suspend that act if he sees fit. There is much reason wh) 
this should be done, because among other things the Walsh-Healey Act in a | 
of ways is outmoded and is in conflict with the Fair Labor Standards Act. I am 
a member of the Committee on Small Business. It has been my opinion that 
some of the difficulty we have been running into in getting a spread of Govern- 
ment defense contracts to small business is the inequity that the Walsh-Heal 
Act works on the small-business men, due to conflicting statutes in certain 
stances, and the additional paper work required among other things. 

“Tf it be true that the President sees fit to suspend the Walsh-Healey Pub 
Contracts Act we would no longer need this money available or at any rate not a 
of the money available in this item No. 2; we could cut back, and it is my sugg: 
tion that Congress do it now in anticipation. If it turns out that our producti 
is not right and that the President does not eliminate this item and insists that 
be carried out, we can always appropriate funds, but if we grant the funds aly 
of time experience shows we shall have very little opportunity to cut back.” 

But to return to minimum legislation. 

In a letter of Mr. Wilson of February 7, 1952, Congressman Doughton antici- 
pated the Fulbright position (Defense Production Act, progress report, No. | 
p. 932): 

“The further proposal of the Department of Labor to raise the minimum wa 
of the cotton and rayon and woolen industry under the Walsh-Healey Act has 
greatly disturbed industry because of the fact that such action would be extrem: 
inflationary and is a device to raise all wages through the mechanies of the Wals 
Healey Act, which was enacted before the National Fair Labor Standards A 
Your office surely must be definitely concerned over this proposal as such a 1 
in the minimum wages by such a device will mean a rise all along the line in t 
industries affected, and other industries in the same areas throughout the count! 
would normally have to meet this substantial increase—namely, from 87 cents | 
hour in the eotton and rayon industry to $1.05% an hour, and the present mi 
mum of $1.05% an hour in the woolen-worsted industry to a minimum of $1.2( 
an hour. These proposed minimums are, I am told, the minimums agreed u} 
in the settlement between the unions and the mills in the New England text 
strike of 1951. There is certainly a point where such a substantial raise in wag 
by edict would make the cost of goods prohibitive both to Government and to 1 
regular civilian trade and create further areas of unemployment over and abo 
those created if the historical distress areas were favored with negotiated c 
tracts from the procurement agencies of the Government.” 
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Senator Fulbright supports his amendment largely on the grounds that a 
national minimum tends to favor established businesses, and larger (and more 
efficient) business, and tends to discourage “development of new industry in 
areas distant from major markets by adding immediate high labor costs to high 
transportation costs.” 

These arguments do not seem convincing. Why favor the inefficient firm? 
Why encourage the firms which can offset poor location or other disadvantages 
only by paying below minimum wages? 


19. Does the South’s industrialization require freedom to depress wages without 
limitation? 


Senator Fulbright’s views are not shared by a committee of 14 experts (Indus- 
trialization of the South, 1947), the members coming largely from the South. 
This committee, with one dissenting vote, agreed that the South should— 

“Provide minimum standards of welfare and promote wage agreements that 
reflect the full contribution of workers to production, through adequate minimum- 
wage standards and through the responsible exercise of collective bargaining.” 

Hearings on Study of Agricultural and Economie Problems of the Cotton Belt, 
Special Subcommittee on Cotton of House Committee on Agriculture, Industriali- 
zation and the South, 1947, project VII, p. 2, and see pp. 55-61. 

In their classic book (Economic Resources and Policies of the South, 1951), 
Professors Hoover and Ratchford, of Duke University, support minimum wage 
legislation. They contend that the South has taken the legislation in their 
stride and that the legislation can be justified on the grounds that the minority 
who could not pay the minimum would increase their efficiency, raise prices or 
as a last resort go out of business. The effect on employment of this legislation 
was considered minimal. In fact, in the period when the Fair Labor Standards 
(ct was put into effect, the differential of wages between North and South 
increased. An important advantage of minimum-wage legislation, the authors 
hold, is in preventing the payments of substandard wages which are a threat to 
the stability of the wage and price structure and the economy (pp. 137, 415-417) 
11. Have minimum wages hampered the industrial growth of the South? 

A. Indices of economic change: 
1. Growth of population, 1929-49: 
New England___- 
Southeast 
Southwest : 
2. Percentage change in relative importance of manufacturing, 
1939-47: 
New England 
Southeast 
Southwest 
3. Increase in per capita income payments, 1929-48: 
New England 
Southeast 
Southwest____- ; 
4. Manufacturing employment—percent of Nation’s 


South Atlantic 
Vest South Central 


Are low minimum wages and CICESES ive ex pansior of texti 


It is important to maintain minimum wage legislation { 
South is growing rapidly on the industrial front. The |} 
be maintained as well as its skills. The Walsh-Heale 
protection of standards of living and health. For these 
Production Administration has criticised the Fulbrigh 
hey hold that such legislation would antagonize labor 

‘ labor is needed. 

[t is also well to ask whether the heavy concentration 
States, which the southern leaders are now trying to 
the minimum wage legislation, is to the best interests 


I 





2752 DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


centration is much greater than in New England; and diversification is badly 
needed. 


Percentage of manufacturing employment in taxtiles, last quarter, 1950 


Percent of 
Textile em- — all manufa 
ployment turing em- 
ployment 


3 most important Southern States: 
North Carolina 
South Carolina 
Georgia 

2 most important New England States: 
Massachusetts 
Rhode Island 


240, 000 
140, 000 
113, 000 


120, 000 
62, 000 


Source: U. 8. Department of Labor, Bureau of Employment Security, Employment and Wages, Fourth 
Quarter, 1950. 


Senator Futsricut. Mr. Mason, you may proceed in your own 
way. 


STATEMENT OF WALTER MASON, MEMBER, NATIONAL LEGIS- 
LATIVE COMMITTEE, AMERICAN FEDERATION OF LABOR, AC- 
COMPANIED BY MARX LEWIS, GENERAL SECRETARY, UNITED 
HATTERS, CAP, AND MILITARY WORKERS; AND BERT SEID- 


MAN, ASSISTANT ECONOMIST, AMERICAN FEDERATION OF 
LABOR 


Mr. Mason. My name is Walter J. Mason, member of the national 
legislative committee of the American Federation of Labor. I have 
with me Mr. Bert Seidman, an ecohomist for the American Federa- 
tion of Labor, and also Mr. Marx Lewis, general secretary of the 
United Hatters, Cap, and Millinery Workers of America, affiliated 
with the American Federation of Labor. 

I am appearing here today on behalf of President Green, who was 
unable to be here due to the fact that he is now in Boston, Mass., 
attending a meeting of the executive council. 

I have here a prepared statement, which is brief, and I would appre- 
ciate the opportunity to read it to your committee, and to answer any 
questions that you may have concerning it. 

Senator Futsricut. Very well, sir. 

Mr. Mason. The American Federation of Labor opposes the pro- 
posed section 305 introduced by Senator Fulbright as an amendment 
to the Defense Production Act amendments of 1952. We are thor- 
oughly convinced that this amendment would so weaken the Walsh- 
Healey Public Contracts Act that it would make it completely mneffec- 
tual. It is contrary to the basic purposes of both the Walsh-Healey 
Act and the Defense Production Act. 

The Walsh-Healey Act, which was enacted in 1936, was intended 
to permit the Government to take positive and meaningful action to 
support minimum labor standards. Until the passage of the Walsh- 
Healey Act the Government was in the untenable position of having 
to award contracts to firms who were able to make the lowest bid on 
contracts precisely because they paid subminimum wages and main- 
tained intolerable working conditions for their employees. It was in 
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recognition of the fact that the Government should not 
such practices that the Walsh-Healey Act was passed. Any amend- 
ment to the Walsh-Healey Act which would force the Government 
again to award contracts to, and thus encourage, sweatshop e mployers, 
would be contrary to the very purpose behind the legislation. 

The proposed amendment has no bearing on the purposes of the 
Defense Production Act and, in fact, is contrary to them. Certainly 
it cannot be shown that the Walsh-Healey Act as now administered 
is in any way threatening the defense program. On the contrary, it 
provides a firm and equitable basis for the participation of private 
enterprise in defense production and is thoroughly in consonance with 
the principle of equality of sacrifice which is the very foundation of 
the entire defense program. The Defense Production Act was never 
intended to place a premium on low pay which would be the imme- 
diate result of the enactment of the proposed amendment. 

I turn now to a consideration of the three specific changes which 
would result from adoption of the proposed section 305. ‘The pro- 
posed amendment would modify the Walsh-Healey Public Contracts 
Act in the following respects: 

1. It would require the Secretary to make separate wage determina- 
tions for each industry in each city, town, village, or 
subdivision. 

2. It would exempt from coverage under the Walsh-Healey Act 
purchases of materials and equipment of standard type and construe- 
tion as are usually sold in the open market regardless of the method 
of Per cat used by the Government. 

It would make all proceedings under the Walsh-Healey Act con- 
form to the Administrative Procedure Act of 1946. In fact, it would 
go much further by requiring the Secretary to conform to the act 
not only with respect to determinations, but also with respect to 
investigations and interpretations. 

I now wish to discuss each of these proposals in some detail. 

First is the proposal to redefine “locality” under the act. 

Section 1 (b) of the Walsh-Healey Act now requires contractors to 
pay “not we than the minimum wages as determined by the Secretary 
of Labor” to be “the prevailing minimum wages for persons employed 
on similar work or in the particular or similar industries or groups of 
industries currently operating in the locality in which the materials, 
supplies, articles, or equipment are to be manufactured or furnished.”’ 

During the 16 years that the Walsh-Healey Act has been in effect 
the Department of Labor has interpreted this section realistically to 
conform with the clear purpose of the law, which is to prevent the 
Government from awarding contracts to firms paying substandard 
wages. The law can have no other purpose and still be meaningful. 

It did not require a law to permit the Government to award con- 
tracts to firms which would pay subminimum wages. This was what 
the Government was doing. The purpose of the Walsh-Healey Act 
was to halt Government encouragement: of substandard wages by 
awarding of contracts to fly-by-night sweatshop firms. Recognizing 
the clear intent of Congress, the various Secretaries of Labor who 
have administered this law have interpreted the word “locality”’ con- 
tained in this section to mean the locality in which economic com- 
petition between firms in the industry takes place. Certainly there 
Was no reason to assume that in using the word “locality” in this sec- 
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tion Congress meant to confine its efforts to raising labor standards 
in the relatively few cases in which there would be competing firms 
in the same industry in a particular city or town. 

In clear recognition of the fundamental purpose of the act the De- 
partment of Labor has administered this section with flexibility. 
Where competition in an industry obviously takes place on a na- 
tional basis the Nation itself is the locality in which the firms in th: 
industry compete and in which the Congress intended that contracts 
should not be awarded to substandard firms. In other instances, in. 
cluding, for example, the steel and cement industries, competition 
does take place on a regional basis, and in recognition of this fact th 
Secretary has made separate determinations for each of the several 
regions in which competition in these industries takes place. 

This is the only possible way in which the act can be interpreted 
and still permit the Secretary to carry out its obvious intent. If it is 
to be interpreted, as the proponents of the proposed amendment 
suggest, to mean that the determinations shall be confined to thos: 
few instances in which arenes firms in a particular industry ar 
located in a particular ‘ , town, village, or other civil subdivision, 
it would simply iced ‘the basic purpose of the act. In effect, it 
would direct the Government to award contracts to those firms, 
regardless of where they are located, that could make the lowest bids 
by paying the lowest wages. Certainly this is entirely contrary to 
the letter and spirit of the law as it was understood by those who 
supported its enactment 16 vears ago. 

We are, therefore, convinced that no argument can be made in 
support of the proposed amendment on the grounds that it merely 

clarifies the original congressional intent. On the contrary, the 
amendment runs counter to the entire purpose and intent of the law 
as it was originally adopted. 

If the proposed amendment is not in accord with legislative intent 
it must be examined as an entirely new proposal on the basis of its 
alleged merits. Apparently the proponents of the amendment make 
seven claims in justification of the proposal to require determination 
of the prevailing minimum wage on the basis of the “city, town, vil- 
lage, or other civil subdivision in which the contract work is to be 
performed”’ 

Senator Futsrieut. Mr. Mason, you know as one proponent of 
this legislation I disagree with your view that this is not in accord with 
the intent of Congress when it passed the law. I maintain that this 
is exactly what was intended, whether it is right or wrong it is what 
was intended. That is where we really disagree. 

The legislative history would indicate, I believe, that the original 
act intended exactly this, the same as the Bacon-Davis Act, and that 
the language is similar to it, and the word “locality” in common usage 
means a relatively small area in which the work is done.- That is the 
common usage of “locality.’”” Nobody ever uses the word “‘locality’ 
to mean the United States. 

Mr. Mason. Senator Walsh, I believe, was the sponsor of the 
Bacon-Davis Act. I recognize that the Bacon-Davis Act, spells out 
city, town, village, or other civil subdivision of the State in which the 
work is to be performed. 
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rds Now, he also was sponsor of the Walsh-Healey Act. If he had 
‘ms | had an original intent of confining it to a town, city or village, why 
didn’t he write this in the Walsh-Healey Act? , 
De- Senator FuLpricur. Senator Walsh wasn’t the sole anaanen, at all. 
ity. He was just one, and the record shows that the House bill, under the 
na- Walsh-Healey Act, was primarily the bill which was passed. Very 
the little of what the Senate had put in finally ended up in the bill, but 
ets yet the Senate accepted the House version of it. It doesn’t matter 
in- what Senator Walsh might have thought, the final bill carried that 
ion language, and the intent is very cleat 
thi | thnk you have sound ground to say it should be different, you 
eral maintain it ought to be different, but that is a different proposition 
from saying what it is. 
ted Mr. Mason. | think Congress intended it, Mr. Chairman, to be 
t is different when it changed the language from what it had in the Bacon- 
ent Davis Act, which was passed prior to the Walsh-Healey Act. 
OS Senator Fuisriecur. | don’t think you seriously deny that the 
ar ordinary meaning of the word “‘locality’”’ is not synonymous with 
m? “United States.” It is like the Russians saving demoer: cy is their 
, it a m. You just completely try to pervert the meaning of the word. 
ms, You don’t seriously maintain that normal people use the word “local- 
vids ' ity” meaning the United States, do you? 
r to Mr. Mason. No; I believe that the intent was, confining it to a 
who locality, to mean the locality within its area where the bidding takes 
place on contracts. Now, it would be 
» in Senator Futsricutr. It is where the work is performed. It ds very 
rel) clear that it says the locality where the work was performed, “in - 
the locality im whic h the materials supplied are to be manufac ta 
law furnished.’ 

I think you can argue that it ought to be as you say it should be, 
rent that it ought to be Nation-wide. I can’t disagree with you; I agre« 
Tits you can make a case, but to try to tell us that language, the word 
ake “locality”? means the United States, I can’t follow that at all. 

Lion Mr. Mason. Why, if the United States is the area where the bidding 
vil- takes place on a particular contract, I think it should include the 
» be United States. 
Senator Fu.sricur. It doesn’t say where the bidding takes place, 
of | it says where to be manufactured. 
vith Mr. Mason. It is a lot different from the Bacon-Davis Act. 
this Senator Fu.sriert. I understand, I am not arguing with you now 
vhat about the soundness of one or the other views, it is only the matter of 
what was the intent of the people who passed it. That is the only 
rinal point we are making now. 
that Mr. Mason. Mr. Seidman has something he wants to read to you 
sage ' in connection with this. 
the Mr. SerpMan. I could not say with any tremendous degree of 
ity’ assurance exactly what the framers of this act contended. However, 
| think it is worth pointing out that the section 1 (b) states that not 
the less than the minimum w yage as determined by the Secretary of Labor 
out to be the prevailing minimum wages for persons employed, and then 
athe there are four criteria, four alternative criteria. 


On similar work, or in the particular industry, or similar industries or groups of 
industries currently operating in the locality. 
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Senator FuLsricut. That is 

Mr. SerpMaNn. Currently operating in the locality may be coisidered 
to modify all four. 

Senator Futsricur. That is right. 

Mr. SerpMan. But it may also be considered to modify just the las; 
one, in which case it would apply 

Senator FuLtsricut. | don’t see how you come to that conclusion 
at all. There is the word ‘“‘or’’ before each one of them. 

Mr. SerpMan. I do not see how—— 

Senator FuLBricur. Even the Secretary of Labor does not use 
that line of reasoning, that it relates only to the last one. 

Mr. Serman. I do not know what line of reasoning the Secretary 
of Labor uses. I am no draftsman of legislative language, but | 
think it would be difficult to achieve that effect without wording it 
in the way it is here; 1 think that the construction I have suggested 
is more consistent with the avowed purpose of the Walsh-Healey Act, 
which was to equalize competitive conditions, and not to place a 
premium on low pay for prospective Government contractors. 

Senator FutBricur. Well, | think the main difference, perhaps, is 
that you believe that this ought to be on a Nation-wide basis, and we 
ought to have uniform minimums in Government contracts. 

| think you can support that, whether one would agree with it o1 
not it is a valid argument. 

Mr. Mason. We do not say it should be on a Nation-wide basis. 

Senator Futsricur. That is what the Secretary has said. 

Mr. Mason. But we say locality should be defined in a particular 
area where the bidding on Government contracts takes place. 

Senator FuLBrigur. | do not see why you insist on bidding. 

Mr. Mason. So everyone would be given an equal opportunity to 
bid on that contract. Under the Bacon-Davis Act, the site is selected. 
Now, any contractor in the United States can bid on that contract 
However, he knows before he bids on that contract what wages he has 
to pay, and each contractor has an equal opportunity. 

Senator Futsricur. But the criterion of the bidding taking place, 
[ assume most of the bidding takes place in W ashington, which would 
certainly be a strange result. It is where the work is to be done that is 
significant. 

Senator Frear. Mr. Chairman, would it not be within the option or 
prerogative of the Government to go to some place in Arkansas, 01 
any other point in the Unrted States, where the contention is made that 
a lower wage scale exists, and if Mr. Mason’s contention is true in that, 
would he want labor in Washington, or some higher wage scale area, to 
be dependent upon that low bid area? 

Mr. Mason. L agree, Senator. The point is that the Walsh-Heale) 
Act itself has a tendency, or has had a tendency, to lower the minimum 
wage In certain areas where they had higher minimums. 

Senator Futsriacnt. What is an example of that? 

Mr. Mason. Well, you could examine whatever area is taken as 
the locality where the bidding is taking place. There are firms in 
that area, and some of these firms are probably unorganized firms 
that pay very low minimums. At the present time the pay may | 
just 75 cents an hour. There are other firms that have been bidding 
on Government contracts for the past 16 years, and have union con- 
tracts requiring a minimum wage of maybe a dollar and a quarter a! 
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hour. The prevailing wage is not set at a dollar and a quarter an 
hour. It is set between 75 cents and $1.25 an hour. If we followed 
your reasoning, and set rates for towns and villages and communities, 
you would only widen the gap between your contractors that are 
paying high minimums and the low-wage employers. The minimum 
for the employers paying the higher wages would be actually what 
they are paying, and they would be required to continue to pay that. 
On the other hand you would lower the minimum for those plants 
that are paying lower minimums. The result would be that the act 
itself would be ineffectual, on the basis that you propose in this 
amendment, of setting minimum rates on a community basis, or a 
local basis. You just widen the gap between fair employers that are 
paying a decent wage, and other new businesses or employers that are 
paying the lowest wage they can get away with. 

Senator Futsricnt. If it means, whic +h I think the intent of the 
sponsors of the original legislation, that in any given community you 
pay the prevailing» minimum, I do not see how you think as to that 
community you still have in mind that it is to prevent the awarding 
of it to what they call sweatshops. I do not see why it does not 
accomplish that purpose, that it would not go to the lowest one, or the 
sweatshop labor shop in any particular community, but if in that 
community, whether you take a large city or small, they pay the 
prevailing rate, it would seem that that was the objective. 

It is purely whether you apply it on a Nation-wide scale or a com- 
munity level, whether it be a large city, New York City would ce 
tainly be a community, or Atlanta, Ga., would be a community. 

Mr. Mason. I just want to answer that. 

Did not our Government try to lead the way, back in 1892, when it 
established the 8-hour day for Government employees, and do you not 
think the same purpose was behind the Walsh-Healey Act in trying 
to encourage employers in civilian production, private employers to 
try to bring up wages and labor standards to provide the worker 
with a decent standard of living? 

Senator FuLsricut. I do not differ on the purpose. It is a question 
largely of degree, how far you want to go. The community level is one 
step in the process. You put it on a national level. I suppose if 
you want to, you could put it on a worldwide level. 

Mr. Mason. Would it be fair to set a minimum rate for the State 
of Indiana at about $1.40 an hour, and a rate, say, for some other 
State that is paying a much lower minimum at about 90 or 85 cents 
an hour—do you think that any manufacturer in the State of Indiana 
would be in a position to bid on Government contracts? At least 
we try to close the gap some by getting the prevailing rate, which is 
sometimes based on the average minimum that is being paid. Your 
proposal would put the manufacturers in Indiana out of business, 
and all the work would go to these other States that pay low minimum 
wages. 

Senator Futsricut. I do not know that that is a sound conclusion 
It is assumed there is some justification for these differentials, that 
they are more efficient. You take machine tools, we will say. I 
would say if you let out contracts on that basis today, as between 
Arkansas and Indiana, Indiana would still get the contract, even 
though it was $1.40 as against 90 cents, because they are much more 

96315—52—pt. 5——19 
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efficient, and even at those wages, they still would do a better job. 
Il am convinced that that is true. 

Mr. Mason. And do you think it was the intent of Congress— 

Senator Futsricur. I do not assume these differences have no 
justideation. It is an arbitrary imposition of differences. 

Mr. Mason. Do you think it was the intent of Congress to sub- 
sidize inefficient employers and manufacturers? 

Senator Futsricur. I would not call that a subsidy. I think by 
the illustration you give, I am sure Indiana—— 

Mr. Mason. Are you telling the manufacturers in the State of 
Indiana they have to pay $1.40 and tell the same manufacturer in 
some other State 

Senator Fu.tsricur. I am not telling them. That is what they 
are paying, and I assume there is some justification for it, that there 
is efficiency, that these manufacturers can produce a jet engine, or 
any kind of machinery, which they specialize in, and sell it for less 
than we could do it in Arkansas. I am convinced they are doing it 
today, doing it all the time, selling it cheaper than we can do it there. 

Take the automobile industry, they pay very high wages, and yet 
I know of nobody that is competing with them in the end result. 
They pay higher wages than the British pay, and yet they sell auto- 
mobiles better and cheaper. There are many examples of that. 

I thought it was sort of fundamental that the productivity of these 
workers justified a higher wage. I thought that was an assumption 
in an argument that is sometimes made. 

Mr. Mason. I do not want to belabor this longer, but I do not think 
we should subsidize inefficient employers at the expense of the workers 
who are paid low wages. 

Did you have a question, Mr. Lewis? 

Mr. Lewis. Yes, I wanted to clear up in my mind whether it is the 
intent of the sponsors of the bill that the prevailing wage in any 
locality shall be determined on the basis of what industries generally 
pay, or the particular industry affected, because in our case there are 
many places where it is the only—— 

Senator Fuusricut. I think the language of the original bill permits 
some leeway in that. Those alternatives there, if you accept the 
locality, the community, as being the area which we have under 
consideration, then you can consider all of those other things, that is 
the particular one, or similar work, or in the particular or similar 
industries. 

If there is not a particular industry in that community already 
established, but there is a similar one, there may be one making 
machine tools, and you have a contract for an article which is similar 
to that, which would be considered. 

I think now the only difference between what the bill intended, 
and what the practice is in the word “locality,’’ whether you consider 
the community, or whether you consider the whole United States. 

Mr. Lewis. But would it be possible under your interpretation to 
consider the prevailing wage that would include higher pay in other 
industries, in which case, what Mr. Mason said is true. We will very 
often find that these manufacturers will certainly not be able to 
compete, because while we say we have in our industry an 85-cent 
minimum, there may be some localities with a $1.10 or $1.15 prevailing 
minimum rate. Now, the manufacturer in that locality is going to be 
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completely out of the running so far as Government bids are concerned, 
because there will be other localities where 85 cents might still be the 
prevailing rate. 

Senator Fu.tsricnt. He does not have to bring his wage down. 
He can pay any wage he wants. It is the efficiency of his operation 
that is controlling as to whether or not he would be willing to bid. 
Why do you assume that everybody who pays higher wages necessarily 
sells his end product higher than others? I have heard it stated that 
the efficiency of the operation, particularly of the skill of the laborers, 
together with the investment in the plant, results in lower prices for 
the commodity. 

You take the assumption that they must necessarily sell it higher 
if they pay higher wages. 

Mr. Lewis. It need not necessarily be true, but in industries that 
are highly mechanized that is likely to be true. Where handwork 
plays an important part, the productivity and the efficiency and the 
skill will make a greater difference, but in an industry like ours, that 
has been highly mechanized, the productivity will be essentially the 
same. In some respects it might be better in a low wage community 
where they are unorganized, new workers, younger workers, whose 
productivity may be better than those in the older markets where 
you have an older age category, actually efficiency, in handwork 
industry, plays an important part and does now where they have 
handwork, but it has been largely done away with in mechanized 
industries. 

Senator Fu_sricut. Do you not think on a broader basis your 
approach to this is self-defeating? If you carried it out logically, 
you would do away with competition and have uniformity throughout 
your industry, which in the long run will kill the dynamic character 
of our whole economy; if you really carried it out logically to its end. 

What vou are doing i is really trying to eliminate all competition. 

Mr. Lewis. We are trying to eliminate sweatshops. 

Senator Futsricut. You want the same thing in every industry 
regardless of variations in conditions. 

Mr. Lewis. On the basis of our experience, it has had the opposite 
effect. It has eliminated the possibility of sweatshops coming back, 
and while it has not actually removed all differentials, it has reduced 
the gap a great deal. 

Senator Futpricut. Where your argument with sweatshops falls 
down is that you have a fair-labor act which gives the floor—at least 
the Congress and the country I think supported it as a floor that is 
better than a sweatshop. That is the floor, somewhat like a support 
price, we will say, which agriculture does not consider a fair or a good 
price, but it is to avoid disaster, we will say, or, in your field, a sweat- 
shop. 

Now, that argument was sound at the time this was passed, because 
there was not any Fair Labor Standards Act, and there were sweat- 
shops. But there is a vast difference in conditions now, partly due 
to the Fair Labor Standards Act, and partly due to other conditions, 
the war, inflation, and so on. 

That is not really the major consideration now, because you know 
they will not go below what at least is officia!ly determined to be a 
fair-labor standard. 
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Mr. Lewis. The difficulty with that, Mr. Chairman, is that this 
legal minimum is in many cases also the maximum, and it seems to us 
when they say a floor sweeper gets 75 cents, and a macbine worker 
should have an opportunity to get more, in many places that is not 
true. Thev adhere to the minimum as really the maximum. 

Senator Futsricut. I do not quite see why in the long run you 
all are so anxious to do away with all differences. Now, I noticed 
the other day—I do not know why—a piece in the paper that for 
some reason nearly all the textile workers are leaving the CIO and 
coming to the A. F. of L. There must be some difference in those 
two organizations. You have done something to attract them, I do 
not know what, but if you carry the same principle, that everybody 
has got to be the same, we should not have any A. F. of L. or CIO 
Everybody ought to be in one big government union, everybody 
treated exactly alike. 

Now, theoretically that sounds good, but you really do not want 
that, I do not think, when you get down to it. 

Mr. Lewis. I happen to believe we ought to have one big union 
instead of two. 

Senator Futsprieut. And everybody be exactly the same. Why 
was it, | may ask? I am just curious. I notice that all the textile 
workers are leaving the CIO and coming to the A. F. of L. 

Mr. Lewis. I think that story indicated the reason. There was 
some leadership fight in the CIO textile workers, and one of the lead- 
ers defeated appears to have sufficient influence to be able to bring over 
some of the CIO workers into the A. F. of L. union. I do not think 
differences in rates are responsible, because we have had these differ- 
ences before, and it did not lead to the same situation. 

Senator Futsricut. Did that leader leave the CIO and join the 
A. F. or L.? 

Mr. Lewis. It is reported that he is about ready to do so, and carry 
with him some of the local unions that supported him in the CLO fight. 
I do not know that it has been finally consummated, but that is the 
report. 

Senator Futsrignt. Is it the official policy that you want the same 
union, or you just want to absorb the CIO? Is that one and the same 
thing? 

Mr. Lewis. I am not connected with the textile workers. When I 
said one big union, I meant unity between the A. F. of L. and CLO. 

Senator Douaias. When you said one big union, you did not attach 
to that the connotation which the Industrial Workers of the Worl 
attached to it 35 years ago. 

Mr. Lewis. No. 

Senator Capenart. Do you not have two categories involved here, 
one is new businesses, and the other is the low-wage rate producer? 

Now, it seems to me that a new business, meaning the construction 
of a new plant, ought to be the most efficient producer because he has 
the latest in machine tools and the latest in all the equipment, and 
he evidently has laid out his factory to produce cheaper and better 
than a fellow with an old factory, 30, 40, or 50 years old with old 
machinery. 

Mr. Mason. I am glad you pointed that out, Senator. I meant to 
speak on that. 
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Senator Fu.sricur. I do not want to accept that, I do not think 
it is true. 

Senator Capenarr. It has to be true. 

Senator Fuusricut. Well, it does not have to be true, and it is 
not true in Many Cases, partic ‘ularly with small companies. If you 
are thinking of General Motors starting a new plant, that is true, but 
when you get a small man just starting out from scratch, many of 
these machine shops start out as blacksmith shops, and it takes years 
to accumulate enough capital to buy a good machine. 

Mr. Mason. Is the Government supposed to subsidize those small 
shops you are talking about by putting out of business honest, fair 
manufacturers that have been in business for 50 years and have been 
complying with the regulations under the Walsh-Healey Act and pay- 
ing decent wages. These are the manufacturers who have helped 
make this country as great as it is today. Is the Government sup- 
posed to subsidize these new businesses that start up to exploit labor 
at the expense of these employers that have done so much for this 
country? 

Senator Futpricut. No; they are not supposed to subsidize it. 
On the other hand, I do not think they should accept General Motors 
as the last word and give everything to General Motors. 

General Motors, and similar companies—you want it to stay that 
way and nobody else be permitted to get into the picture. 1 think 
as between the two, that is in the long run self-defeating, because it 
causes the whole industry to become —Jet me give you an example. 
Down in Arkansas there is a little fellow who started a machine shop, 
really a local blacksmith shop. He has gradually built it up until 
he is now building bus bodies for school busses, the only one in the 


‘State. We watched him grow from nothing into a fairly good sized 


manufacturer. He could not start out with modern machinery, he 
did not have the capital. He has had to accumulate that little by 
little, and that is what you call small business. That is not the type 
of thing as when General Motors came to Malvern and put in a fine 
modern plant. In that instance they paid exactly what they paid at 
Bedford, Ind. We had that case discussed yesterday. That is not 
a new plant in the sense of starting from scratch in a small business, 
and that is not the kind of thing that the sponsors of this bill, at least 
some of them, have particularly in mind. 

The dynamic quality of the economy is new small people growing 
and the large ones, I think, tend to become bureaucratic, become 
ingrown, and they lose their vitality. 

i think that is ‘a v ery great difference. 

Now, you identified ‘yourself with these big companies, because you 
have grown with them, ‘and you take the position, you do not want any 
competition to come into your picture. 

Mr. Mason. That is not so, as far as the American Federation of 
Labor is concerned, Mr. Chairman. We have close to 100,000 union 
contracts. We deal with thousands of small businesses. 

Senator DouGcias. May I say to my good friend from Arkansas, 
who is so generally right, that it pains me on this matter that he should 
bewrong. In the rulings by the Secretary of Labor, nothing approach- 
ing the General Motors scale has been put into effect. The scales, as 
the statistical tables show, tend to be relatively low, as a matter of 
fact about all they do is to raise the wages of the bottom 6 to 10 
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percent in the industry, to help out the grossly underpaid, so that va 
I think my good friend— . avs 
Senator FuLtsricur. You do not agree with the CIO who flatly re 
said yesterday this bill had never helped them increase wages, but in ie 
fact tha 
Senator Douc.as. It raised the lower 6 to 10 percent. a 
Senator Futsricut. You disagree with the CIO, then. 15 
Mr. Lewts. I do not know how much it helped to increase wages, ? o 
but it increased employment by making it possible for a lot of people ae 
in the older markets, who were getting a higher wage scale, to get some ™ M 
of the work. The scales were increased largely by union activity. Se 
Senator Futsricur. You do not agree with the Senator from TIIli- ne 
nois that this has increased wages? . M 
Senator DouGuas. Of the bottom 6 to 10 percent, and has reduced G, 
competition, reduced the unfair competition of the firms which were I 1 
able to get contracts by excessively low wages. " 
The increase really lifts up the bottom 10 percent and puts a floor rete ; 
so that the people paying higher wages are not exposed to the same ay 
competitive stresses which would otherwise be the case. id 
Senator Futsricur. Does the Senator think you can lift the bot- wae 
. ; ‘ that 

tom 10 and not affect the top 10? : 
Senator Dovae.as. It does stabilize their position, but it still per- — 
mits wage differentials, since these are minima. pay? 
. ; Se 

Mr. SerpMan. I would just like to make one point which seems to : 
be lost sight of here, and that is that this is the prevailing minimum a 
wage which is determined, we think correctly on the basis of what- whic 
ever locality it is in which economic competition takes place. By comal 
the nature of statistics, as the chairman well knows, every firm gets sic 
into this picture. The wages are therefore set in such a way that . vi 
they are in part determined by the wages paid in lowest wage plants, aids 
so that this does not bring about a uniformity, because “the high pa 
wage plants are not reducing their level to the minimum set by the S, 
Secretary in the determination, particularly if they are organized wiiie 
plants they are not likely to do that, and the lower wage plants are ion 
not brought completely up to the level of the higher wage plants. sauna 
They are ‘brought up part way to that level, and their wages figure prod 
into the determination. ca al 
I also want to say that I think we are also losing sight of the fact ot 
that under the proposed amendment, the act would have no effect at 
in a great many localities in which you only have one firm in a par- H. 
ticular industry. I have participated, that is presented testimony, pm 
in a number of the Walsh-Healey hearings which the Secretary holds oan 
before the determination is made, and I know that determinations Giles 
are made for industries in which there are relatively few workers, avi 
and in some localities there would be only one plant. In some indus- §& Yc 
tries that might be true of the great majority of the plants in th: ham 
industry, and the plants employing the majority of the workers, so duet 
that the proposal in effect would negate the original purpose of the aid 
act insofar as those situations are concerned, 100 percent. make 


Mr. Mason. I would like to make one observation in connection fod 
with this subject. Ne 
If the Secretary of Labor was required to make determinations on pays 
the basis of your proposal, I would like to point out that what he luck 
would have to do would freeze wages in certain localities and com- 
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munities where high wages are being paid, and make it impossible for 


that them to bid in on any Government contracts, because we could not 
even lower their wages if they wanted to. 
atly Senator Capenart. In other words, is this what you are saying, 
Mt in that if you take Fort Wayne, Ind., if the prevailing wage there, say, 
came to $1.50—— ; 
Mr. Mason. And the Secretary would make his determination at 
$1.50. 
Bes, Senator Capenart. Your point is that he would have to make a 
ople determination of $1.50 there. 
ae Mr. Mason. Yes. ; 
y- Senator Carrenart. If the prevailing wage in South Bend, Ind., was 
ili. § $1.25, he would have to make the prevailing wage $1.25 there. | 
Mr. Mason. That ts right. 
uced Senator Carrnarr. If the prevailing wage was 90 cents in Bedford, 
— Ind., he would make the prevailing wage 90 cents there. 
Senator Futsricur. He could take Indiana as a whole, if he wanted 
floor to, and see what it is in that State. 
_ Mr. Mason. And put the manufacturer, say, in South Bend, who 
paid $1.50 an hour, in a position where he could not even reduce below 
ons that $1.50 in order to be able to bid on Government contracts on an 
! equal footing with these other communities in your State that are 
_. paying, say, 90 cents or $1.25 an hour. 
Senator Capenarr. If you take the status as a whole, or the Nation 
= as a Whole, as he seems to be doing now, and he found the prevailing 
yey rate in that specific industry was, say, $1.15, then he would find $1.15, 


By which means, then, the man in Fort Wayne, if it was on a local basis, 
; would be at $1.50. He could, if he could get away with it with his 


te employees, reduce his rates to $1.15. 

| oe Mr. Mason. He could reduce them, yes. However, he could not 
ii 1 reduce them if they were made on a community basis, in order to be 

oi able to compete. 

v the : Fu HT. How d : plain i : ¢ : 
ae Senator FuLBricgat. How do you explain in the same line of busi- 
as ness, one in Fort Wayne, and one at Bedford, or South Bend, there 
le a they are fairly close together in the same business, leaving out Govern- 
ants, : ; 


ment contracts? If there is no difference in the efficiency in the end 
product, how does this fellow stay in business? Is not it a fact that 
in his civilian competition, if he is paying the higher wage, in some way 


figure 


e dact he is more efficient, his workers are more intelligent, better workers, 
effec or he has better machines? 

—_—- He cannot continue in business if you just assume this rigid relation- 
no ship that this fellow has got to sell higher than the other one. He 
holds would have already been out of business. Ovbiously there is some 
ations other element other than wages that enables him to compete for 
rkers, civilian business. 

indus- You are assuming all along here if one man pays a penny more 
in th than the other, he has automatically got to sell higher and is at a 
it the disadvantage, which seems to be contrary to much that you have 

. 


said in the past in support of increased wages. You argue that it 
makes for greater efficiency, the workers are more content, are better 
fed and like their work better, and are more productive. 

Now you are reversing the argument, it is a rigid relationship, if he 


ection 


ons on pays a nickel more, there is nothing he can do about it, he is out of 
hat he luck. 
1 com- 
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Senator Dovauas. I wish my colleague, instead of speaking of 
small differences would speak of larger differences as between Little 
Rock, for instance, and Fort Wayne, where the differences might be, 
say, 40 or 50 cents an hour. Under those conditions, a new plant, 
starting in Little Rock, would have a tremendous differential advan- 
tage. 

Senator Futsricut. Well, there is one very good reason, because 
of the influence of Illinois and Massachusetts, we have to pay twice 
as much in freight rates in order to get that commodity to the market 
and that man has to absorb the freight rate. 

Senator Dove.as. I do not know that you should try to remove 
one abuse by another. I think the thing to do is to straighten out 
the freight rate structure, and the Senator from Arkansas has a good 
record in this respect. I remember when Governor Arnall was trying 
to get a readjustment of freight rates and every chamber of com- 
merce in the South declared against him, and a great many of the 
southern Representatives and Senators declared against him. The 
Bulwinkle bill trying to prevent adjustment of freight rates was 
introduced by an eminent Congressman from North Carolina, which 
was directly losing by this method. The Senator from Arkansas has 
a find record in this respect, but it has been a shame that the move- 
ment to free the South has had to come from the North and the 
West, and the South has resisted, politically resisted, our efforts to 
free them from the incubus of freight rates. 

Senator Futsricut. That is too broad a generalization. I was 
certainly not the only southerner trying to get fair freight rates. 

I only used that as one element. There are other elements. Let 
us go into Illinois, itself. Between Chicago, we will say, and one of 
those towns, Carbondale, down in southern Illinois, you have the same 
situation. There will be no differentials, and I do not see why you 
would not feel that those places, the small towns in Illinois, should 
not have a fair shot on this business, why you would want everything 
to be concentrated in Chicago does not make any sense to me. 

I want to say this is not just North and South at all, it occurs in 
every State, within the State, or as between the East and West, or 
elsewhere. The fact is on the record. The Northeast wishes to 
stabilize the status quo, and there is to be no change at all. In 
this instance the unions have allied themselves with big business 
management to maintain this status quo. I think they are mistaken. 
Their great future is in the West and South, and they ought to be 
along helping us, because they will do well, too, if they get the in- 
dustries there. 

Mr. Mason. We certainly want to protect the employers we have- 
under contract who have been paying fair wages under the Walsh- 
Healey Act all during the last war, and who contributed to the 
successful prosecution of the war. We certainly want to protect 
those manufacturers, they should be protected. 

Senator FuLsricut. You want to protect the status quo. 

Senator Dovetas. I object, it is not the protectioa of the status quo, 
but that competition should be fought out on fair terms, not by wage 
rates grossly below the prevailing average. 

Senator Futsrieut. But wages are not the only element at all; 
there are a dozen other elements that are considered. 

Senator Dova.as. It is an important one. 
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Mr. Lewis. That is why, Mr. Chairman, it might be possible even 
with a higher rate for some of the firms to stay in business. There 
are other factors that enter into competition. You mentioned freight 
rates. 

Out of town, for one thing, rents are a great deal cheaper, even 
under normal conditions, and sometimes an additional advantage is 
created by chambers of commerce or other organizations trying to 
bring in industries in their locality and offering them free rent, or 
maybe some other help, which can easily offset a disadvantage of 
freight rates. 

Then, with a national market, I am not sure but certain products 
cannot be shipped as easily from Little Rock west as they can from 
New York. 

Senator DouG.ias. The freight rates are against the South, there is 
no doubt about that. 

Mr. Lewis. But there are other factors. Then, when you say if 
there is this big differential in localities close together, how is it that 
the high wage rate people are able to survive? 

We have that situation in New Jersey, which has a lower rate than 
New York, in our general civilian competition. The factories there 
have grown, and the factories in New York have declined, and our 
figures show that the lower wage people are growing while the other 
part of the industry is shrinking. 

Senator Futsricur. Is it not true that as they grow, then the 
competition for the labor tends to force up the rates? You have an 
ebb and flow. We go into a small town in New Jersey, or Illinois, 
and right at the beginning, in order to get established, we will say, 
a company seeks out a place and establishes, but as soon as employ- 
ment occurs, gradually there is competition. They want workers, 
and want good workers, and it tends to follow the pattern and wages 
tend to go up. They do not tend to go down. The natural law of 
competition for the worker will tend to put it up, and I will say in 
practically every case that I have observed, where a factory comes 
into a small town, he starts out usually on a low level, but pretty 
soon wages start going up. That is the normal thing for them to do. 

You had it first in New York and New England, but the CIO 
vesterday testified at length about what great progress has been 
made in the Southeast, particularly, in textiles, where now their 
wages approximate, I think, what they are up there, which is a 
recent development. Ido not see why vou think that is a bad thing. 
To me it seems to be a good thing. 

Mr. Lewis. Only recently one of our factories moved into Tennes- 
see, the only factory for miles around. Seventy-five cents, the na- 
tional minimum, is also the maximum, except for a very few workers 
who get up to $1 or $1.10. Now, there is going to be no competition 
there. The only place the people can go to work is in this factory, 
and that firm, which also happens to operate a firm in the North, is 
going to be able to gradually reduce its work in Connecticut and 
increase it there. 

Senator Futsricutr. You know very well as they go along, if they 
are successful there, either other factors will come into play, or if 
they expand they will utilize the available labor which will tend to 
push the price of labor up, quite rightly, and I expect that and I 
think it is the proper development. 


96315 52 pt. 5——20 
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The thing that I do not think is good is to freeze it the way it is 
now. . You should not have it any place but where they are. 

Are you leaving, Senator? 

Senator Dova.as. I could stay for some time and argue the point, 
I would like to very much, but I will just make one remark before I 
go, which is that it was not the purpose of the Walsh-Healey Act to 
establish a uniform wage for the country as a whole; it is to establish 
a minimum, and the minima which have been set are far below the 
rates paid in the factories of the East and the North. The South 
can have real advantages, but the act was intended to hold the advan- 
tage to a reasonable differential, at least that is the way it has been 
administered. 

You need not fear that this is going to raise southern rates to the 
level of General Motors or United States Steel. 

Senator FuLpricur. I may say it is not that I object, and I do not 
think any southerner objects to raising wages. What they are really 
interested in is having any at all. It is the lack of any there. What 
good is the high rate “if you have no industry, no jobs at all, no bal- 
anced economy. Everybody knows the effort has been to try to 
balance the economy. 

What we object to is controlling and preventing development of 
industry at all. We object to having been a colonial raw producing 
area. We have been bringing your cotton products from Chicago 
all these vears, and they apparently do not want us to make any of 
them. Itis the same old argument that caused the American Revolu- 
tion, not a bit different. It is the same old protection that you used 
in the tariffs in the North, and now you want protection within the 
country. It is exactly the same philosophy as inspired the freight 
rates. It is not that we want to start industries and keep them in the 
low-wage brackets. If we had any industry, we would be delighted 
to see them as high or higher, because we are quite aware that that 
provides purchasing power. What good is that to people who have 
no industry at all! > It is purely theoretical and academic. Your 
arguments, which are quite sound where you have a balanced economy, 
do not apply where there is not any industry. What we are trying to 
do is get a little bit started, so that it will be a self-supporting area, 
so we can get out of this “economic problem No. 1” category which 
you have’ belabored for 20 years. That is the hake motive for this 
at all. 

Mr. Mason. Why do you not start a program? You say Arkansas 
does not have any industries? 

Senator FuLsricut. Practically none. What little we have gotten 
was during the war. The war shook loose, against everybody’s 
opposition in the North, shook loose this pattern, because the war 
demanded that we start some industries. The Government did it, 
through building the plants themselves, such as the aluminum plants. 
That gave it a little start. Up until this war there was practically 
none, so small—— 

Mr. Mason. You feel the only way you can induce industry to 
Arkansas is to put the manufacturers in that particular state at a 
competitive advantage 

Senator Futsricutr. We do not feel that at all 

Mr. Mason. Or for bidding on Government contracts? 
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Senator FuLBricguT. What we object to is to have you come in 
and have the Government, by the mere power of your political influ- 
ence, obstruct a natural development just as you did with the freight 
rates. We think there ought to be a certain freedom in our economy, 
that if people are willing to start, and are able to use their energies, 
they ought to be given that opportunity, and the Government should 
not interfere and say, ‘‘No; vou cannot do it.” 

Mr. Lewis. Under the Walsh-Healey Act as construed and inter- 
preted by the Secretary of Labor, we know not only during the war, 
but since the war, our industry has spread out and gone into States 
like Oklahoma, Texas, Alabama, and other places. This means that 
under his construction of the law, his interpretation of it, the act 
itself does not prevent firms from setting themselves up in these other 
places, because they still enjoy a wide differential. 

Senator FuLsricut. I agree they did not during the war. What 
little progress was made was because of the war particularly, and 
right after the war, with conversion of war plants built for the war 
and converted to peacetime use. That started it and gave a little 
impetus to this movement. We had a couple of instances—I men- 
tioned aluminum. We also had a plant down there used to make 
explosives, a chemical plant, which has been converted to making 
fertilizer, so that got started. If it had not been for the war, I am 
sure it would not have been started vet 

Now there is a very large Government program of purchasing, 
and you want to use this law to prevent and throttle that movement 
that has started. There has been some progress. It was recited at 
great length the other day. We kind of like it, we rather like to have 
some opportunity for our people to work at reasonable wages. They 
had none at all.” It was not a case of their being depressed, they did 
not have any jobs, there were not any factories. Our per capita 
income is less than one-half of yours in Connecticut. I do not know 
why you should be so selfish and not want anybody else to have any 
share in it. Today our per capita is less than one-half. Now, that 
is not because the wages are low, it is because there are not any wages. 
Most people there do not have anything to do in any kind of a modern 
plant. They work on a farm, are only employed about one-third of 
the time. You talk about unemployment in Connecticut. You do 
not know what it is compared with rural employment where they do 
not have anything to do a big part of the year. 

Now, all they are trying to do is lift themselves up a little. 

I do not know why you are so adamant against those areas making 
any progress at all, and why you want to use the power of the Gov- 
ernment to prevent it. 

If they are able by normal economic means to get started, to 
make a little bit of a start, you know very well that the tendency 
everywhere has been when the ‘vy get some industry going, the pressure 
gradually brings wages up. Certainly we do not object to that. 
What we want to do is get a little bit of a start. That is all we are 
after. 

Mr. Lewis. I certainly do not want to appear to be opposed to 
Arkansas, or any other State, which has not had large industries getting 
them. But I cannot see why it would be prevented. In our industry 


a 


we have a 75-cent national minimum applying to everybody. In the 
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case of the Walsh-Healey, we have an 85-cent minimum, which would 
simply mean if people did employ some at 75 cents, perhaps after a 
while they would give them a wage increase. Would you say this 
differencé between the 75 cents national minimum and ‘the 85 cents 
we have under the Walsh-Healey Act is really the difference which 
prevents a firm in our industry operating in Arkansas? Or is it that 
Arkansas has not, perhaps, done as much as some other States—and 
I am not venturing to say, but some States have gone out for indus- 
tries, have offered all sorts of inducements. I do not know whether 
there are not other factors that may be responsible for industry not 
coming into the State. 

Senator FuLtsricur. There are, there are many factors besides the 
wage rates. One pomerpes one is the lack of any capital, because we 
have been a colonial area. All of the main resources there have been 
owned by people in ee and Hartford, your insurance companies 
siphon out most of the savings of the people. They have very little 
local capital to start with. That is one of the major elements. 

I think you over-emphasize this wage element as being the main 
element. The lack of capital is one of the major ones. The fre ight 
rates we have mentioned the distance from the markets. All of those 
go into the picture. 

What we object to is the artiiicial obstruction to even getting started 
in business. 

I think the movement of capital into the rural areas and small 
towns—and that goes not only for the South, but even into the Middle 
West, and the Northeast in a small way—is a very healthy thing. If 
you can move them out and give employment to where the people 
are, rather than bringing all those people into Danbury, or Hartford, 
or Boston. 

It seems to me to be healthier from a national point of view to 
move the capital to where the people are, rather than move the people 
to where the capital is. 

Go ahead, Mr. Mason. 

Mr. Mason. I do not think we should labor this any longer, 
Mr. Chairman. 

Senator Futspricat. Go ahead. Iwill notinterrupt you any more. 

Mr. Mason. | think we have covered it very well. However, we 
are still in disagreement. 

pay 4 maintain that the present method of determination: 

Disrupts the economy of the community. 

i is not clear just what is meant by this allegation. If particular 
firms never had Government contracts and refused to meet minimum 
standards necessary to obtain such contracts there is no change in 
their economic status, and, therefore, they are subjected to no dis- 
ruption. 

Labor is convinced that firms which follow such a policy are ex- 
tremely shortsighted because we know from our own experience 
through the years that the raising of wages to a minimum level does 
not disrupt the economy of a particular plant or community. On the 

contrary, we have found that it encourages increased efficiency and 
assures workers a minimum amount of purchasing power necessary 
to maintain the economy on an even keel. Far from disrupting the 
economy of the community, the raising of wages to minimum levels 
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has a beneficial effect not only on the particular firm involved but 
also on trade and other business interests in the community which 
are dependent on the purchases of manufacturing employees. The 
experience under the Fair Labor Standards Act and under the Walsh- 
Healey Act as it has been administered in the past, demonstrates 
clearly that the raising of wages to minimum levels has a beneficial 
effect on the economy of the community. 

2. Encourages pirating of labor and thereby injures other businesses 
in the community. 

This is an assertion which is wholly without foundation. We 
would like to know where this alleged pirating of labor has taken 
place. It seems obvious that no so-called pirating can be effective 
unless there is a tight labor market. 

We are dealing here with a minimum wage. In a loose labor market 
there are enough workers available so that no firm has an incentive 
to try to attract workers from other firms. On the other hand, if 
there is a tight labor market, a firm which expects to maintain an 
adequate working force must pay decent wages anvhow, and, there- 
fore, it would be forced to pay at least the minimum wages required 
under the W alsh-Healey Act. Thus, this seems to be an entirely 
imaginary problem. It is being raised here with no basis in actual 
day-to-day business experience. 

3. Discourages development of new industry in areas distant from 
major markets by adding higher labor costs to high transportation 
costs. 

Again, there is no evidence to sustain this allegation. On the 
contrary, such areas as the South and the Southwest have shared 
increasingly in Government contracts while in many instances older 
industrial areas have been undergoing depressed economic conditions. 
As a matter of fact, our affiliates have maintained in many of the 
hearings which have been held in connection with the prevailing 
minimum-wage determinations that far too often the low wage rates 
which prevail in the less economically developed areas are the ones 
which are used as the criterion for determining the prevailing minimum 
wage. 

We have felt that the Government has renene improvement 
of labor standards in these rapidly growing areas, by, in effect, 
endorsing the low wages which are now being paid to eet ‘rs in such 
areas. Therefore, we would maintain that not only has the present 
method of determining the prevailing minimum wage not discouraged 
development of new industries in these areas, but on the contrary, 
has encouraged their development at the expense of many firms in 
older areas which through the vears have maintained decent wages 
and working conditions. 

4. Prevent small local businesses from accepting occasional Govern- 
ment contracts. 

Labor does not believe that small business, just because it is small, 
should have the right to exploit workers. No group in America has 
stood up more staunchly for the rights and interests of small business 
than organized labor. Bui we refuse to subscribe to the idea that 
small business should be subsidized by the workers it employs by 
enc ouraging it to pay low wages. 

Aside from this basic prine iple the allegation is also without founda- 
tion because the act contains an exemption for contracts of less 
than $10,000. 
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Senator Carpenart. Will you yield there a moment? 

Did you understand that to be $10,000 on each specific order or 
contract? 

Mr. Mason. Each order. If a firm accepts a contract, I under- 
stand, for $5,000, he can still accept another one for 5,000, and not 
be covered under the Walsh-Healey Act. 

Senator CAPEHART. Suppose a firm did a million dollars worth of 
business a vear, but each order that was handed to it by the Govern- 
ment or procurement agency was for, let’s say, $5,000 each. It 
would never come under this act, would it? 

Mr. Mason. That is my understanding, that that is the way it 
is applied. 

Mr. Lewis. We had cases, Senator, not recently, but a few years 
ago under the Walsh-Healey Act, and it hasn't been changed, where 
bidders would offer bids for $9,900, and then under another name, 
some subsidiary company, offer another bid. 

Now, recently we haven’t had contracts under $10,000 very much, 
and there is no concerted effort to circumvent the law. In the earlier 
vears we had some cases, and the same thing, I think, could be done 
now. 

Senator CAPpEHART. Then a businessman, or a manufacturer, might 
possibly do even $10 million worth of business a year, and never come 
under the Walsh-Healey Act if each individual order handed him was 
for less than $10,000. Is that your understanding? 

Mr. Lewis. Yes, but as a practical matter, only small manufac- 
turers of the type | have mentioned would try that. 1 don’t think 
firms that go into millions of dollars worth of business would break 
them up that way 

Senator Capenart. Is that the interpretation the Secretary of 
Labor has placed upon this $10,000? 

Mr. Lewis. It is my interpretation that that is the law. 

Mr. Mason. I have the regulation here, I think. 

Senator Capenart. I have the law before me here. 1 will read it. 

In any contract made and entered into by any executive department, inde- 
pendent establishment, agency, or instrumentality of the United States, or by 
the District of Columbia, or by any corporation all of the stock of which is bene- 
ficially owned by the United States, all the foregoing hereafter being designated 
as agencies of the United States, for the manufacture or furnishing of materials, 
supplies, articles, or equipment in any amount exceeding $10,000, there shall be 
included the following representations and stipulations. 

Now, has the Secretary of Labor interpreted that to. mean the 
cumulated $10,000 in 1 year, or is it each individual order? 

Mr. Mason. It is my understanding that it is each individual order. 

Senator Capenart. Then if a concern was given in the course of a 
vear a hundred orders for $5,000 each, which would be a half a million 
dollars accumulated, he would not come under the Walsh-Healey 
Act? 

Mr. Lewis. Except for what appears to me to be a qualifying 
clause there, that the stockholders can’t be the same. It would 
really mean having different corporations. 

Mr. Mason. I understand that one manufacturer can bid on con- 
tracts, and even if there are a hundred contracts under $10,000, and 
he is awarded those contracts even though the total amount of the 
contracts exceed $10,000 he is still not covered under the Walsh- 
Healey Act. 


Ser 
but I 
Mr 
Sei 
Is ex¢ 
Mi 
any 1 
Set 
wort] 
now 
cumu 
dolla: 
Mr 
Sel 
Mi 
Sel 
Mr 
appli 
Mi 
have 
Ser 
the s 
the ¢ 
Mi 
open 
Ser 
of m 
Sel 
Sel 
an ex 
Ser 
ment 
deter 
but I 
Sel 
they 
days 
mont 
guess 
Mr 
many 
take 
any ¢ 
On 
Sel 
contr 
Mi 
origi 
Ser 
and | 
contr 
Heal 
Mi 
for di 
$10,0 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


Senator Capenart. That would seem to be the way the law reads, 
but I was wondering if the Secretary of Labor has so interpreted it. 

Mr. Mason. | understand that 1s his interpretation. 

Senator CAPEHART. So anyone getting an order for less than $10,000 
is exempt, an individual order. 

Mr. Mason. That is corree t, and he could bid on and be awarded 
any number of individual contracts. 

Senator CaPpenart. Suppose he is awarded an order for $5,000 
worth of glasses today, another $5,000 for the same thing 30 days from 
now, another $5,000 in 40 days, for exactly the same product, but the 
cumulative purchases over a vear would run, say, a half a million 
dollars. 

Mr. Mason. He still would not be covered. 

Senator CaPpEHART. It is not covered under the Walsh-Healey Act? 

Mr. Mason. That is my understanding. 

Senator Capenart. There is no question about that in your mind? 

Mr. Mason. It is my understanding that is the way it is being 
applied. 

Mr. Lewis. It has been applied that way in our industry. We 
haven’t had any recent cases, but that is the way it was applied. 

Senator Carenartr. Then it takes out from under Walsh-Heale, 
the small purchases that the procurement agencies make throughout 
the country from day to day. 

Mr. Mason. Well, they are out anyway if they purchase on the 
open market any thing under $10,000. 

Senator CaPpeHarr. A procurement agency might buy $9,000 worth 
of meat, groceries, or r anything each day 


Senator FuLtsricut. Perishables are exempt. 
Senator Capenart. They are exempt, but I was just using that as 


ae 


an example. 

Senator Futsricut. If you assume by collusion with the Govern- 
ment agencies that they want to do that, the Government agency 
determines the size of the order, and by collusion they could evade it, 
but I assume there are very few instances of that. 

Senator Capenart. | was thinking of honest negotiations where 
they would give a firm an order for $9,000 today for this item, and 30 
days from now the same item, another $9,000 order, and the next 
month another $9,000 order. They do not come under the act. I 
guess we are all agreed on that. 

Mr. Lewis. It may be influenced sometimes by indicating for how 
many articles they can bid. For example, with caps they can say 
take an order for 100,000, though the total order may be 500,000, but 
any one bidder can bid on 100,000. 

On the other hand, they can say they want the whole order. 

Senator Carenarr. Is this $10,000 limit based upon the original 
contract, or the total amount delivered, or do vou know? 

Mr. Lewis. On the original contract; the bid is on the basis of the 
original contract. 

Senator CaPEHART. Suppose a man was given a contract for $50,000, 
and he only delivered $8,000, and then the Government canceled the 
contract. Would he then come within the purview of the Walsh- 
Healey Act? 

Mr. Lewis. Except for the fact that he would have to pay penalties 
for delinquency, I don’t know how it would affect the question of the 
$10,000 minimum. 
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Mr. Mason. Any firm which takes contracts for more than $10,000 
is no longer in the category of a really small business as that term is 
understood by the general public. 

5. Unduly favors existing businesses whose rates were used to 
determine the prevailing minimum wage. 

It is not clear what is intended by this allegation. Unless the 
proponents of the amendment expeet the Secretary of Labor to make a 
new determination every time a Government contract is awarded 
the same complaint could be made against the proposed amendment 
as against the present method which is being followed. However, 
even assuming that this is not true, we can see no reason whatsoever 
why new businesses should not be expected to meet minimum labor 
standards the same as existing firms. As in the case of small business 
we see no reason Why new firms should receive special privileges at the 
expense of the workers they ew. New businesses should be ex- 
pected to pay their own way and the Government should not encourage 
new businesses to pay lower wages than those paid by the firms now 
in existence. 

6. Favors large efficient plants over smaller and, generally, less 
efficient ones. 

Again we see no reason why the Government should encourage 
inefficiency whether it takes place in large or small plants. However, 
we think that the implied allegation that small businesses are inefficent 
constitutes an unwarranted charge against the many small businesses 
all over the country which maintain a high level of efficiency and 
provide decent wages and working conditions for their employees. 
Efficiency is not necessarily the result of size. There are many large 
plants which are inefficient and small plants which are efficient. In 
fact, our criticism has been that Government procurement agencies 
have, in far too many cases, seemed unwilling to utilize the facilities 
of the many small firms which operate at a high level of efficiency 
me maintain decent standards of wages and working conditions. 

. Is unjustifiably at variance with the system of determination of 
wages under the Davis-Bacon Act under which the prevailing mini- 
mum wages of workers employed in construction of public works and 
buildings is determined on a community basis. 

There is absolutely no parallel between the Davis-Bacon and 
Walsh-Healey Acts. It is a well-known fact that firms in the con- 
struction industry compete on a community basis. Except in rare 
instances, the public-building projects are ‘constructed by firms in 
the community in which the project is to be located. Moreover, 
the locality in which the project is to be constructed is known in 
advance, and the prevailing minimum wage in that area is prede- 
termined by the Secretary before the awarding of the contract. Con- 
ditions in other industries are entirely different. The firms which 
compete for Government contracts in other industries are likely to 
be located in many different localities, which means that instead of 
competing on an equal basis, as is the case in the construction firms, 
under the terms of the proposed changes in the act they would be 
subject to a wide variety of minimum wage rates, depending on where 
their plants were located. The effect, of course, would be to give the 
advantage to those firms who are paying the lowest wages, which is 
not at all the result of the operation of the Davis-Bacon Act. 
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I have discussed claims made by the proponents of the proposed 
amendment with regard to the definition of “locality’’ in some de- 
tail, because I think it is important for vour committee to realize 
fully the thinness and transparency of the arguments that are being 
made. However, we do not think that the crocodile tears shed by 
the proponents of this amendment for small business and new plants 
can conceal their real purpose, Their real purpose is to nullify com- 
a tely the beneficial effects which the Walsh-Healey Act has brou; “ 
to millions of workers in the 16 vears it has been in operation and t 
reap unfair competitive advantages at the expense of theu aes 

If the proposed definition of ‘locality’? were to be inserted in the 
act, it would put an impossible ‘edu istrative burden on the Secre- 
tary. He would be forced to make thousands of determinations, and, 
yet, the net result of this tremendous and costly amount of adminis- 
trative work would simply be to force the Government to award con- 
tracts to those firms which pay the lowest wages. poe is the real 
intent of the advocates of the proposed changes f this change is 
adopted, it can only have the effect of further depressing the wages and 
living standards of untold numbers of workers who are already com- 
pelled to work at extremely low wages. It would me result m un- 
employment of workers in plants which pay decent wages, which would 
be unable to meet the competition of sweatshop aoa paying sub- 
standard wages 


PROPOSAL TO REDEFINE “OPEN-MARKET PURCHASE EXEMPTION UNDER 
rHE ACT 


Those who are seeking to nullify the Walsh-Healey Act are not 
content with forcing contracts into low-wage localities, bit they also 
went to exempt completely a large proportion of all contracts awarded 
by the Government. The ‘Vv propose to do this b \ drastic ally altering 
the so-called open-market exemption in the Walsh-Healey Act 

Section 9 of the Walsh-Healey Act states [reading]: 

This act shall not apply to purchases of such materials, supplies, articles, or 

equipment as may usually be bought in. the open market. 
The Secretary of ae has interpreted this to mean that this exemp- 
tion applies only » purchases which the Government usually makes 
in the open coal ‘t. This means either purchases which the Govern- 
ment makes mene advertising for bids because immediately de oe TV 
is required or purchases specifically authorized by legislation » be 
made in < Be open market. We believe that no other caine of 
this section of the act would be realistic or consistent with the purpose 
of the act. Reelizing this, those who are desirous of nullifving the 
effect of the Walsh-Healey Act propose that section 9 be amended so 
that all purchases of materials or supplies “as are usually sold in 
the open market to purchasers generally” would be exempt regardless 
of the method of procurement used by the Government. 

Again, what we have here is not a clarification of the intent of Con- 
gress, but a complete and drastic revision of the act totally inconsistent 
with its fundamental purposes. The immediate eifect of the adoption 
of this proposal would be to exempt from coverage under the act a 
large proportion of Government contracts. It is estimated that, if 
this proposal had been in force in 1951, 50 percent of Government 
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contracts valued at over $5 billion would have been excluded. Yet, 
the percentage of exclusion would have been much less in 1951 than 
in ordinary peacetime years, because a large proportion of Govern- 
ment contracts in that year were for military items such as planes, 
tanks, guns, and other materials needed for defense purposes, which are 
of course, not ordinarily sold in the open market. In ordinary times, 
such contracts constitute a very much smaller proportion of the 
total contract awards of the Government. 

What is the justification for this proposed radical change in the 
coverage of the act? Apparently, the proponents of this change claim 
that, unless contracts for items which are ordinarily sold in the open 
market are exempt, manufacturers are unable to know at the time they 
produce materials for the general market whether some part of it 
may be sold to the Government. 

This allegation ignores the fact that the Walsh-Healey Act applies 
only to contracts, and contracts are ordinarily made before production 
takes place and not afterward. A manufacturer who receives a 
contract award certainly knows that he must meet all Government 
specifications, including the requirements of the Walsh-Healey Act. 
There is no reason for him to be laboring under any uncertainty on 
this point. Thus once more we are faced with a claim which is com- 
pletely contrary to the actual facts. 

The ill-concealed purpose of this proposal is to exempt from cover- 
age half or more of all the contracts awarded by the Government. 
Moreover, it would exempt from coverage many of the industries 
in which the protection assured to workers by the Walsh-Healey 
Act is most needed. 

Senator Capenart. Will you yield a moment? 

I think I am correct in this. The new regulation which the Secre- 
tary is going to issue—I believe hearings are going to be held starting 
June 10—does that call for the prime contractor in letting subcon- 
tracts, or rather does it make the prime contractor, or even a sub- 
contractor who subcontracted, as responsible as the man who receives 
the contract, if he violates the Walsh-Healey Act? 

Mr. Mason. It is my understanding that in an industry where 
subcontracting is normally done, and in manufacturing.of a particular 
product, the manufacturer would be permitted to subcontract that 
out without being covered by the Walsh-Healey Act. 

Senator Capenarr. My point is where—when is that proposed 
hearing? I think it is coming up on June 10. Didan’t I read there 
that the contractor is going to be held as responsible as any of his 
subcontractors who do not comply? 

Mr. Mason. Only in such cases where the contractor himself 
normally did that work in his particular establishment, and then 
either he had too much work to handle; so, subcontracted part of that 
out. Then he would be held responsible for the work that he sub- 
contracted. 

However, if it has been normal for him to subcontract out similar 
work before, then I believe he would not be covered. 

Senator Capenart. I believe you are missing my point. My point 
is that here is a contractor given a contract for Government work, 
let’s say, $10 million, or it could be a million, I could use any figure 
as an example. 
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He is going to subcontract, let’s say, with a hundred different 
firms to build a portion of that. 

Now, I believe the Secretary of Labor intends to hold this prime 
contractor responsible if any of these hundred subcontractors do not 
comply with the Walsh-Healey Act. 

Mr. Mason. Did he do that before? Is that a normal practice of 
this contractor? 

Senator CapeHart. No; I don’t care anything about that. I am 
trying to ascertain if the Secretary of Labor intends to do that, or 
has been doing that in the past. If he intends to do that, or has been 
doing it in the past, | am of the opinion that it is not a good thing, 
for the reason I think it will make it almost impossible for a prime 
contractor, No. 1, to operate; and, secondly, I think it will have a 
tendency to cause the prime contractor to do all the work himself, or 
as much of it as he can, thereby eliminating the little fellow from 
getting the business. 

Mr. Mason. Don’t you think, unless there were certain safeguards, 
the law could be circumvented? 

Senator CapeHarr. | don’t believe the Secretary is entitled to say 
to any man, ‘You must police the laws of the United States,’ and 
I don’t know why he should say that in this instance any more than 
he would when he says, ““You must see all the people you buy from 
don’t steal, or are complying with the internal-revenue laws, or all 
other laws that have to do with the Federal Government.”’ 

Mr. SerMan. He is not suggesting, Senator, it seems to me, that 
the contractor police the laws of the United States. But when the 
contractor takes a contract it is his responsibility—and the fact that 
he makes subcontracts, it seems to me, does not detract from his 
responsibility—to conform to the laws. The Secretary actually does 
make what, in my opinion, is a concession in saying that, if the ordi- 
nary practice of the industry is to subcontract, then the contractor is 
not responsible; but in the case where his competitor may be doing 
all the work himself, and he decides to subcontract, then the Secretary 
says that he holds the contract and, therefore, he must be held respon- 
sible for meeting the requirements of the law. 

Mr. Lewis. It would seem to me, Senator—— 

Senator Capenart. As a practical matter, 1 don’t see how it is 
workable, and how it is fair, and I still say that if that is put into effect 
you are going to at least give the big fellow an excuse to say, ‘Well, 
I am going to do all this work myself, and I am not going to subecon- 
tract it,”’ or he will only subcontract with a few. 1 do not believe that 
the prime contractor ought to be held responsible for every action of 
all his subcontractors down the line, because some of these prime con- 
tractors have as many as 10,000, 15,000, or 20,000 subcontracts. 

Now, I think the Secretary can require them to do this. I think 
he can require them, when the subcontractors invoice the prime con- 
tractor, to file an affidavit that they did comply. I think he can go 
that far, but I think that is an far as you can go. I do not think you 
can hold the prime contraetor responsible for the fact that a subcon- 
tractor violates the law. 

Mr. Lewis. Would you hold him responsible, Senator, for making 
prompt delivery, or delivery in accordance with the financial security? 
These are certain responsibilities that the prime contractor assumes 
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now, and it might circumvent it. In the interest of small business, I 
would like to see it relaxed somewhat. 

Senator Carrenarr. | do not think you can go any further than 
simply have the subcontractor file an affidavit, and they do that now, 
I think, on each invoice. Most companies have a stamp, and no 
prime contractor will pay an invoice until the subcontractor stamps 
on each invoice, in the form of an affidavit, “I have complied with the 
requirements of the Walsh-Healey Act or the Bacon-Davis Act.’ 

Mr. Mason. I have seen that thousands of times. 

Senator CapexHarr. | have, too. I think that is as far as the 
Secretary should go. 1 think if he goes any further than that he will 
do harm to the subcontractors, who, of course, in most instances are 
always the little fellows. 1 do not think a prime contractor—and these 
prime contractors in many instances are little fellows, too, that sublet 
a portion of their contract-—I do not think they are qualified to go out 
and ascertain from a little subcontractor, or a big one, whether or not 
he is complying with some statute. 

Mr. Mason. I do not contend, Senator 

Senator CapsHart. Any more than you can ask him to go out and 
say you are going to be held responsible if you do business with a sub- 
contractor if he does not pay his income tax. 

That is one of the objections that I had to this 41 CFR 241 that is 
coming up. Does anyone know whether the Secretary of Labor is now 
holding the prime contractors responsible for the acts of the subcon- 
tractors, or is it just a new proposal that they are going to hold hear- 
ings on, on June 10?. Does anybody know? 

Mr. Mason. I think all they are doing is spelling out in their regu- 
lations there what they are already doing. 

Senator CAPEHART. ame I think this: I think if a prime contractor 
took a contract to build microphones, and then just simply let the 
contract to somebody else to make the complete microphone 100 
percent complete, he might well then be required to make certain that 
the fellow that made the complete microphone, if he comes under the 
Walsh-Healey Act, be in compliance. 

Mr. Lewis. I believe the Secretary intends to relax in some particu- 
lars the requirements as to the prime contractors, to enable manufac- 
turers who only make parts of certain finished articles to get the busi- 
ness, and in order to do that they were going to relax some of the 
requirements they now have for prime contractors. 

Senator Capenarr. As a practical matter, I just cannot see how it 
will work. 

Mr. SerpmMan. | think what the Secretary does, in a case where the 
practice is ordinarily for the firm to do its own work in the industry, 
is to consider the subcentractor as a substitute manufacturer, in effect, 
for the manufacturer, and, therefore, subject to the same requirements 
as the manufacturer himself. ‘ 

Senator Carpgenarr. If he is going to be held responsible for his 
subcontractors who do not comply with the Walsh-Healey Act, and 
he is going to be subject to fine and punishment, I do not think he 
is going to do much subcontracting. 

Mr. SerpbMan. A great deal of subcontracting is going on by firms 
subject to the Walsh-Healey Act. 

Senator Carenartr. That might well put a stop to it. Iam bringing 
it up, because I think the farthest the Secretary of Labor can go is 
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to require that the subcontractors supply an affidavit to their invoice. 
I do not think the prime contractor, once he gets that invoice, should 
be required to go out and check his plant to see whether he is doing 
it or not. That would be a terrific problem, and I think an unfair 
situation. 

Mr. Mason. | do not contend, Senator Capehart, that there may 
not be some imperfections in the administration of the act. 

Senator CapeHarr. | am more concerned about that than I am 
the wage end of it, or the localities end of it. 

Mr. Mason. I state further in my statement that the proper way 
to find out would be to appoint a special committee to make a study 
of the application of the act as it is of today. 

Senator Capesart. If vou have an order for less than $10,000, you 
do not come under Walsh-Healey. If you are, up to now, a subcon- 
tractor, you did not come under it. 

Mr. SerpMan. That is not my understanding, Senator. I do not 
understand that as being a change—that is, these regulations or 
proposed regulations which embody some changes—but my under- 
standing is that the Secretary now regards a subcontractor, where 
the prime contractor does not ordinarily subcontract—as regards that 
subcontractor as a substitute manufacturer 

Senator Capenarr. In other words, under certain conditions, sub- 
contractors do not come under it. You agree with that? 

Mr. SerpMan. Yes; and that would be true under the proposed 
regulations, also. 

Senator CAPEHART. So, vou have those two exemptions, which are 
quite broad. 

Mr. SerpMan. In the case where the ordinary industry practice is 
not to subcontract, then the subcontractor is not subject to the 
requirements of the act. 

Senator Capenarr. That is one of the exemptions. 

Mr. SeripMan. That is true now, and I understand it would be true 
under the proposed regulations. 

Mr. Mason. May I continue now, Mr. Chairman? 

Senator FuLtBricur. Certainly. I did not interrupt you. I am 
anxious for you to continue. 

Mr. Mason. Many of the industries which would be exempt are 
those which have until recently been characterized by substandard 
wages and working conditions, and where there is real danger that 
workers would be again faced with intolerable wages and working 
conditions if these industries were removed from coverage under the 


Walsh-Healey Act. 


PROPOSAL TO BRING THE ADMINISTRATION OF THE LAW UNDER THE 
ADMINISTRATIVE PROCEDURE ACT 


Not content with nullifying the effect of the minimum-wage 
determinations and removing from coverage a large proportion of 
Government contracts, proponents of the proposed new section 305 
would place the entire administration of the Walsh-Healey Act under 
the Administrative Procedure Act of 1946. The requirements of 
this law would apply not only with respect to minimum wage determt- 
nations, but also with respect to investigations and interpretations of 
the Secretary. 
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Clearly, the implied criticism involved in this proposal is that in 
making his determinations the Secretary has been capricious and 
arbitrary and has failed to take into consideration the relevant 
economic facts or the views of labor and management in the industries 
concerned. 

Nothing could be further from the actual facts. Representatives 
of the American Federation of Labor have participated in a large 
number of hearings held by the Department of Labor in connection 
with Walsh-Healey minimum-wage determinations. We know the 
thoroughness with which the Labor Department approaches this 
entire problem. Let me just outline briefly the procedure which the 
Labor Department follows. 

When it is determined, frequently upon the recommendation of 
management or labor or both, that a prevailing minimum-wage 
determination should be made in a particular industry, the Depart- 
ment calls an informal panel conference of representatives of labor 
and management in the industry. The purpose of this meeting is to 
obtain the recommendations of those who have the most intimate 
knowledge of the industry as to the precise definition of the industry 
and the scope which should be covered by the prospective minimum- 
wage determination. The participants in this conference also make 
recommendations as to the type of data which is needed and how it 
should be obtained. Most often, it is collected by the Bureau of 
Labor Statistics, which has an unimpeachable reputation for complete 
integrity in the field of data collection, and which also has a tre- 
mendous fund of experience from which it can draw for eliciting the 
important facts which are needed for a proper determination of the 
prevailing minimum wage. After the facts are collected and are dis- 
seminated to all interested parties, notice is given and a hearing is 
held at which the parties present statements— “formal or informal, as 
they desire—containing all relevant information that they are able 
to present, as well as their interpretation of the data which has been 
collected for the hearing. The participants in the hearing have full 
opportunity for questioning and cross-questioning so that all relevant 
information, as well as opinions, can be made available for the Secre- 
tary before he makes his determination. Finally, an additional 
period is permitted for presentation of written briefs, reply briefs, 
rebuttals, ete. 

It is only after all of this material has been presented to the Secre- 
tary and thoroughly analyzed and considered that the actual deter- 
mination is made as to the existing prevailing minimum wage in the 
economic locality in which competition in a particular industry ordi- 
narily takes place. 

Let me emphasize that the Sec retary makes a determination of 
what the prevailing minimum wage is and not what the minimum wage 
should be. He is not guided by such criteria as living standards, 
cost of living, or other indications as to what workers need in order to 
maintain a reasonable level of living. Labor believes that such con- 
siderations should be taken into account, but the fact is that they are 
not. The Secretary simply determines on the basis of all the ‘facts 
what, in his opinion, is the existing prevailing minimum wage. 
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CONCLUSION 


I do not want to leave this committee with the impression that the 
American Federation of Labor has been blindly uncritical of the 
administration of the Walsh-Healey Act. Quite the contrary is true. 
In only rare instances has the Secretary accepted the recommendations 
of American Federation of Labor affiliates as to what should be the 
prevailing minimum wage in particular industries. Moreover, we 
have been very much concerned with the fact that partly because of 
insufficient appropriations and inadequate staff, the determinations 
have been made for only a comparatively few industries, and even 
these determinations were issued so long after the date of the hearing 
that they have almost always been comple tely out of date at the time 
they were issued. 

I am attaching to my testimony a table comparing the recommen- 
dations as to the prevailing minimum wage for a number of industries 
made by American Federation of Labor unions and the actual de- 
terminations which have been made by the Secretary. You will see 
that the Secretary’s determinations are in almost every instance con- 
siderably below what the unions considered to be the prevailing 
minimum at the time the hearing was held. They would be even 
still further below the recommendations that the unions would make 
at the time that the determination is actually issued. Any claim 
that has been made before this committee that the Walsh-Healey 
Act has been administered by the Secretary of Labor in a manner 
which has been unduly favorable to labor is thus completely without 
foundation. Quite the contrary is true. It is our belief that far too 
often the justifiable recommendations made by trade unions have 
been rejected by the Secretary when they should have been accepted. 

The real questions which your committee must face are the fol- 
lowing: Is this the time to undo the progress of the last 16 years? 
Should the Congress, in the midst of a tremendous defense effort in 
which the entire Nation must participate single out low-paid workers 
and say to them that the Government is no longer interested in pro- 
tecting them against substandard wage conditions. This is actually 
what the Congress would be saying if it were to adopt the proposals 
which you are now considering. For the first time since the original 
Federal 8-hour law was adopted the Congress would be denying the 
responsibility of the Government to encourage the maintenance of 
decent wages and working conditions. Although this tremendously 
backward step is being proposed in legislation intended to facilitate 
the defense program it would, in fact, defeat the very purposes for 
which we are undertaking the defense mobilization. 

The American Federation of Labor is convinced that there is no 
justification whatsoever for the adoption of these proposals to emas- 
culate the Walsh-Healey Act. You are being urged to take hasty 
action on a matter which affects the welfare of millions of American 
workers without having been given an opportunity to give the matter 
any really serious or thorough consideration. 

We believe that the Walsh-Healey Act has been administered in a 
fair manner without special favor to labor and certainly without any 
discrimination against employers. If anything, we believe that the 
Secretary in administering the act has in a number of instances 


deprived low-paid workers of the standards to which they were 
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entitled. Nevertheless, we would be the first to weleome an impartial 
and thorough investigation of the administration of the Walsh-Healey 
Act. We believe that an appropriate congressional committee would 
perform a real service if it were to make such an investigation, and 
on the basis of its findings make whatever recommendations seemed 
proper. 

We emphasize, however, that this is not a subject for emergency 
action. This is an act which has been in effect for 16 years. No- 
where has it been shown that conditions have suddenly changed so 
drastically or that employers are suffering such irreparable harm 
that such a drastic change must be made now without any real con- 
sideration being gievn to these proposals. Above all, we urge that 
the Congress should not undo the gains that have been made under 
the minimum protections accorded to workers by the Walsh-Healey 
Act. 

On behalf of the American Federation of Labor, I therefore urge 
that you reject the proposed amendment to modify the Walsh- 
Healey Public Contracts Act. 

(The table submitted by Mr. Mason follows:) 


Comparison for postwar period cf recommendations cf A. F. «f L. affiliates and 
Secretary of Labor's determinations of prevailing minimum wage under the Walsh- 


Healey Act 


Union secre 

recom- tary’s Date of Secretary's 

menda- deter determination 
tion mination 


Industry Union 


Aircraft manufacturing Machinists $1.15 $1. 05 June 1950 
f 15 


Chemical and related products Chemical workers 1.20) 2 gs 


December 1950 


Dental goods and equipment (dur Federal labor unions 1 90 April 1951. 


able goods branch) 
Drugs and medicines 


Men’s hats and caps 
Paint and varnish 


Pressed and blown glass and glass- 


Chemical workers 
United hatters 
Painters-chemical workers 


Flint glass workers 


95 January 1952 
RF }October 1048 
05 i 
}January 1952. 


» July 1949 


ware. 
Small arms ammunition Machinists 
\April and Novem 


Uniform and clothing {ber 1948 


United garment workers 


' North 

2 South 

§ Auxiliary 

* Raised to $0.75 in January 1952. 

§ Nonauxiliary 

6 Beginners, $1 

? $0.75 in wool trousers branch; minimum for auxiliary workers raised to 75 cents when the Fair Labor 
Standards Act went into effect. 


Mr. Mason. Mr. Chairman, that completes my testimony, and | 
have here Mr. Marx Lewis, who represents the United Hatters. He 
would like to point out the effects that these proposed amendments 
would have on his particular industry. 

Senator Futsrieut. All right, Mr. Lewis. 

Mr. Lewis. I have no prepared statement, Mr. Chairman, but | 
have a few notes, and I will be very brief in the interest of economy, 
of time, and also because practically all or many of the points that I 
wanted to mace have alresdy bee. made by Mr. Mason, or have 
come out dariag the discussion. 
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My name is Marx Lewis; I am general secretary-treasurer of the 
United Hatters, Cap and Millinery Workers International Union, 
with a membership of approximately 40,000. 

There are only about 10,000 of our people employed in the cap 
industry that would be involved, at all, in these Wals ae 
amendments, or are affected by the Walsh-Healey Act. If it is the 
purpose of the committee to help a small industry, then oul ainly 
ours js the kind of an industry that needs that kind of help, because 
with several hundred competing manufacturers in the industry, the 
total number of emplovees, say, under 10,000, we are small business. 
Many of our establishments consist of 10, 15, or 20 workers, and if 
there are 100 or 150 in a firm, in one industry he is considered the 
Henry Ford of the cap industry. 

I believe that while it is true it is a small industry, much of what 
is true of our industry is also true of others, where competition between 
a large number of units exists, and is always very keen. 

We were always under the impression that the Walsh-Healey Act, 
as interpreted by the Secretary of Labor, provided or was intended 
to protect these highly competitive industries against cities com- 
petition and sweatshop conditions. 

We, ut all times, assumed that these determinations that he made 
on a national basis were with recognition of what the national con- 
ditions are in accordance with the law. We are somewhat in the 
position of a man who after speaking for 40 vears said he found out 
for the first time that he was talking prose. 

We have proceeded on the assumption that the Walsh-Healey Act 
was properly construed, and if there is any doubt about it, I think 
the condition ought to be to remove that doubt in favor of the con- 
struction which has been placed upon it by the Secretary of Labor, 
because any other construction would defeat, in our opinion and in 
accordance with the basis of our experience, the purposes of the act. 

It is different, so far as the Bacon-Davis Act is concerned, which 
affects local construction industries. For example, we know that if a 
man warts to live in New York, he will not build a house in Chicago 
because it is cheaper to build a house in Chicago than in New York. 
But the situation is different in these competitive industries where 
the product is sold in a national market, and where, very often, the 
meanest and greediest employer will set the pace that others will 
have to follow, or close down. 

I want to cite one illustration which I think will help clarify the 
point Lam making, and to bring out the conditions we were up against 
before the Walsh-Heale sy Act came into effect. These are conditions 
which may be revived, although possibly to a lesser extent because 
of the higher general national minimum, if these amendments are 
adopted. 

In St. Louis, back in 1936, before this act was enacted, workers 
were employed for 52, 54, and 56 hours a week at wages from 9 to 
11 or 12 dollars. 

What happened in those years is that the other markets, where 
people had been employed for 20, 25, and 30 vears, there was general 
unemployment, and most of ies people found themselves on the 
relief rolls. It was impossible, with the conditions that were estab- 
lished—and which were not extraordinary since they gave none of 
our workers exceptionally high living standards—it was impossible for 

96315—52—pt. 5——21 
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them to maintain their employment, and to hold their jobs while 
they had that kind of competition from a market like St. Louis. 
And so the Walsh-Healey Act we thought at the time would help 
correct, although not completely, this deficiency, and this weakness 
in our national economy as it affected these competing industries. 

It did not correct it completely, because even with the wage deter- 
mination of the Secretary of Labor which at that time was 67% cents 
an hour, or $30 for a 40-hour week, it was still considerably below the 
standards established in the other places. But we felt that the gap 
had been narrowed, and that there might be a possibility for our 
industry and the workers in it, as well as the small manufacturers who 
invested their savings in it, that it would be possible for them to sur- 
vive and compete. 

The fact of the matter is that it has turned out to be the case, I 
think during the discussion I mentioned the fact that the industry 
has spread out, that there are now cap factories in Texas and Okla- 
homa and in Alabama, who are getting a large share of the Govern- 
ment business. The fact of the matter is that the higher wage areas 
like New York, Philadelphia, Chicago, and now St. Louis, one of the 
high areas, have difficulty getting Government work. 

Nevertheless we feel that we are more nearly on a competitive 
basis, and for that reason we think that the Walsh-Healey Act, as 
interpreted by the Secretary of Labor, has had a beneficial effect, and 
that if these amendments are adopted, they will throw us back to 
conditions if not as bad as they were years ago will still be pretty 
bad, and help destroy the established industries. 

We are not opposed to small businesses setting themselves up in 
other places, and we believe that there are a large variety of factors 
in which they can compete outside of cheap labor, and low labor 
standards. 

Now, I indicated during the discussion that where there is the 
Walsh-Healey minimum, it is frequently the maximum. This means 
that wages, while they are 85 cents now in our industry under the 
Walsh-Healey Act, can run to $1.50 or $1.75 an hour in other places, 
so that actually the differential hasn’t been wiped out, and the small 
manufacturers—they are all small—but even the manufacturers in 
the outlying sections of the country who want to establish themselves 
have an advantage, a competitive advantage, and they have utilized 
that advantage very successfully. 

I would like to submit to the committee, if there is time, a compila- 
tion of the distribution of these contracts, and to show how the indus- 
try is spread out, that the Walsh-Healey Act has not prevented it, 
and that small business in our industry is not being destroyed. 

As a matter of fact, what will be destroyed will be other small 
businesses, because, as I said, they are all small, and if we proceed on 
the basis of these amendments, if they are adopted, there will be a 
disruption in our economy. But the disruption will take place in 
established parts, and will also affect a large number of small 
businesses. 

I might add that these determinations have not increased the cost 
of our product to the Government. If the Government is getting 
any benefit at all from reduced prices, from any industry, they are 
certainly getting it in ours, where very often the manufacturers end 
up in the red because of cutthroat competition for this work. 
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I think that I have touched briefly on the points that I wanted to 
make. We, too, like the American Federation of Labor, have had 
our differences with the Secretary of Labor, as to interpretations of 
the Walsh-Healey Act. For example, we find that while there is 
provision in the law requiring that all bidders have a certain amount 
of experience—I think they must be manufacturers or dealers in some 
of these products—these contracts frequently go to people who are 
not in the industry at all, and they go to people who don’t know how 
to bid, who don’t know what is involved in the work. They take it 
for a very low price, and then discover that they are breaking their 
necks. 

In the meantime they have hurt the legitimate parts of the industry 
which have the workers, the facilities, the plants. We have felt that 
that section of the law ought to be interpreted a little more strictly 
than it has been in the past. But in spite of whatever differences we 
have, and whatever criticism we may make of the Walsh-Healey 
Act, we feel that it recognizes a fundamental basic principle that 
sweatshop conditions should not be permitted to return, or be per- 
mitted to exist in our industries, and that everybody be given a fairly 
decent opportunity, whether large or small, to exist in our economy. 

Thank you, Mr. Chairman. 

Senator Futsricur. | am a little surprised at both of you, the A. F. 
of L., and CIO, and your attitude toward the Secretary of Labor. 
I thought he was your friend. You all have taken occasion to say 
that he administered this act in a very unfriendly way. 

Mr. Lewis. I would say compared with some others he is ceriainly 
our friend. 

Senator FuLtpricut. The other day I though he said he was with 
you heart, mind, and soul, all the way. 

Mr. Mason. It is just honest difference of opinion. 

Senator Futrrienut. All of you, it would seem to me, have shown a 
rather ungrateful, unappreciative attitude toward him. He cameup 
here the first day and went all out for Walsh-Healey, and you all kick 
him in the pants. 

Mr. Lewis. I hope it will not be construed as being derogatory. 
As compared with others, he is our friend. We know that surveys 
are made before the determinations are adopted, and there are real 
differences of opinion within our industries, and among the industries. 
We have never considered a difference of opinion as grounds for enmity. 

Senator Futsricut. I have always considered him to be your friend. 
That is why it rather surprised me, the attitude you all have taken. 

Do you, Mr. Lewis, approve of the recommendation Mr. Barker 
made yesterday—he did not make it yesterday, he had already made it 
before the hearing, but he related the incident, or his position with 
regard to including fringe benefits, under Walsh-Healey determina- 
tions, and escalator clauses? 

Mr. Lewis. Well, I believe that it would help narrow the gap a 
little bit, to the extent that it exists, and, as a matter of fact, as the 
unions come in they get these things anyway and are coming into 
more places, so it might be better to do it and equalize conditions. 

Senator Futnrigut. You would support that contention. 

Do you also support the finding that shops should be closed shops 
or union shops? 
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Mr. Lewis. No; I do not think it is necessary for the Government 
to decide that question. Under the law, they cannot have a closed 
shop. So far as a union shop is concerned, we would rather—it is 
true of our organization—convince the workers that it is their job 
to be members of the union, and prove it by actual experience. 

Senator Futerigut. Is that your position, Mr. Mason? 

Mr. Mason. We would certainly like to see all Government pur- 
chases carry a union label. However, we do not think it should be 
done through legislation. 

Senator Futsricur. Then you would not recommend that the 
Secretary of Labor include within his determinations, under Walsh- 
Healey, that the companies must be union shops? 

Mr. Mason. No, sir, I would not. 

Mr. Lewis. That would be pretty much my feeling. When you 
first asked the question, Senator, I thought you were referring to the 
general question of open shop. 

Mr. Mason. We would rather do that through collective bargain- 
ing. 

Senator Futsricut. I didn’t know. I thought under the WSB 
finding, you would also like the Secretary to find in the Walsh-He aley 
determinations that they must be union shops to get any Government 
contracts. 

Mr. Mason. No; we would like to confine our methods 

Senator Futsricur. Would you also approve that he find in his 
determinations or that he require, I should say, escalator clauses, 
and other fringe benefits, in addition to wages? 

r. Mason. No; I think that is a matter for collective bargaining, 
and I do not think we need any Government interference in that 
connection, 

Senator Futsricur. Then vou would not agree with Mr. Barker's 
position on that. 

Mr. Mason. Personally, | would not. The American Federation 
of Labor has not taken any position on that as yet, but personally: 

[ am giving you my own opinion—lI think it is a matter for col- 
lective bargaining. 

Mr, Lewis. I am stating also my own opinion on it. 

Senator Futsricur. You cannot commit your organization? 

Mr. Mason. It has never been discussed, so I would rather hold 
it to my Own opinion. 

Senator Futsricur. Do you have anything further, Mr. Seidman? 

Mr. Seipman. No, Mr. Mason has made the statement on behalf 
of the A. F. of L. 

Senator Futsricur. All right, gentlemen, that will close the hear- 
ing, but first I want to put in the record a telegram from Mr. John 
(. Lynn, legislative director of American Farm Bureau Federation, 
in support of the amendments, and here is a statement that Senator 
Douglas from Illinois requested that I place in the record, a statement 
by Elizabeth Magee, of the National Consumers League, in opposition 
to the amendments. 

(The material referred to follows: ) 
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The Fulbright amendments would exempt “purchases of such materials, 
supplies, articles or equipment of stardard type and construction as are usually 
sold in the open market to ptirckescrs generally, regardless of the method of 
proci rement used by the Government.” 

Except for armaments ard munitions, special machinery, and experimental 
materiels, it would appear that the great bulk of Government purchases are ‘‘of 
stancard type and corstruction” ard sold “to purchasers generally” so that this 
amendment would apparently elimirate coverage of most contracts in mest 
textile, apperel, food, peper erd paper preducts, and other consumer-goeds 
industries. 

I want tostress that the well-bemg of our children is premcted by the protection 
of the Walsh-Healey Act of the minimtm weges of their parents, thus making it 
much less recessery for the clilerer to leave schoo] carly tc go to work. It also 
enables the pererts to provice better care and better homes for their children 
through protection of the father’s earrirgs. 

The effects of this second Fulbright amendment go far beyond the minimum- 
wage provisions. This amendment would eliminate the protection of the child 
labor and safety and health provisions in the very industries and areas where such 
protection is most needed. Boys and girls 14 and 15 years of age have been found 
working on Government contracts in factories manufacturing shoes, boxes 
matches, clothing, and other products. In many cases, the employment of 
these boys and girls had extended over a long period. The Walsh-Healey Public 
Contracts Act is the only Federal legislation through which bad safety and health 
conditions can be corrected in manufacturing industries. The act has materi- 
ally helped to reduce industrial accidents and disease and their appalling cost in 
life, efficiency, and well-being. We feel that any action which would sharply 
reduce the scope of these provisions as the Fulbright open-market amendment 
does, is not in the national interest and ought to be rejected. 

The Fulbright amendments would also make the Administrative Procedure Act 
applicable to actions taken under the Walsh-Healey Public Contracts Act. This 
is a highly technical field and we have not studied the details of the Administrative 
Procedure Act. We would urge the committee, however, in its consideration of 
this amendment to be very cautious lest it encourage obstructive litigation by 
substandard employers. 

The National Consumers League believes that the Federal Government has a 
positive, moral obligation to see to it that the products it buys are made under 
decent working conditions. Substantial repeal of the Walsh-Healey Public Con- 
tracts Act, as would result from the Fulbright amendments would be a long, back- 
ward step away from this obligation. 


Mr. Lewis. Mr. Chairman, would it be possible—lI did not have 
time between the notice of this hearing and today to gather certain 
statistical data showing the distribution in our industry, and what 
the effects have been on wages. Would there be time in which to 
submit that in writing? 

Senator Futsricut. How long would it take? 

Mr. Lewis. A few days. 

Senator Futsricut. No, I do not think there will be time. 

This closes the hearing. The committee agreed—if you would 
supply us with that, we can use it as an exhibit, but it could hardly 
be in this record. 

Mr. Lewis. Could it be submitted and used as an exhibit? 

Senator Futsriaut. We can use it as an exhibit, if you submit it 
by Friday. 

Mr. Lewis. Thank you. 

Mr. Mason. Mr. Chairman, I have here letters addressed to 
Senator Maybank, chairman of the committee, from our International 
Chemical Workers Union, and the International Ladies’ Garment 
Workers Union, affiliated with the American Federation of Labor. 
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Now, if these letters are not already in the record, I would like to offer 
them to you. 


Senator MayBank. They may be, but if they are not, we will ask 
the reporter to include them. 
(The letters referred to follow: ) 


INTERNATIONAL CHEMICAL WorRKERS Unton—AFL, 
Akron 3, Ohio, May 17, 1952. 
Hon. Burnet R. Mayrank, 
Chairman, Senate Ranking and Currency Committee, 
Senate Office Puilding, Washington 25, D. C. 

Dear SENATOR: In behalf of the 100,000 members of the International Chemical 
Workers Union, I must protest vigorously against the proposals affecting minimum 
wage determination under the Walsh-Healey Public Contracts Act which have 
been submitted to the Senate Banking and Currency Committee for consideration 
in connection with the Defense Production Act. Enactment of any proposal 
which would require the Secretary of Labor to base minimum wage determinations 
for defense contract work on wages prevailing in a city, town, or village would 
have adverse effects upon our economy and upon defense production, and is not 
in accord with any acceptable concept of equal treatment for all groups, since it 
discriminates against certain employers and workers. 

The proposal which would exempt from minimum wage determinations products 
customarily bought on the open market would prove particularly harmful to 
thousands of members of this organization. Many items which are manufactured 
by members of our organization are sold on the open market as well as to the 
Government for defense purposes. Among these commodities are photographic 
equipment and supplies, paints and varnishes, and drugs, medicine and toilet 
preparations. Approximately 40 percent of our membership are employed in 
plants manufacturing these products. 

Because of their far-reaching effects, it is not sufficient to consider these pro- 
posed revisions solely in terms of the dollars and cents cost to the defense progran. 
Minimum wage determinations made heretofore under the Walsh-Healey Act 
have had effects far beyond raising minimum wages in plants producing for 
Government consumption. Inevitably, raising the wage standards in plants 
holding Government contracts has also had the beneficial effect of raising the 
standards in plants not producing for the Government. In many cases, minimum 
wage determinations have been the only protection for the millions of workers 
who do not belong to labor organizations. In considering any proposal which 
would permit a reduction in determined minimum wages, it is necessary to realize 
that wages in nondefense producing plants would also be reduced. Thus, the 
proposals to revise the method of minimum wage determination and to exempt 
products sold on the open market could provide the wedge necessary to usher in 
an unhealthy period of downward pressure on wages which was characteristic of 
the sweatshop era, and it would lead to wide differentials in the standards of 
living of the various sections of the country. Neither condition is conducive to 
obtaining the maximum effort necessary to carry out successfully our defense 
program. 

The existence of low wages and low standards of living in certain sections of 
the country is no excuse for writing into law a method of perpetuating or worsening 
this condition. Such action would be contrary to the original purpose and intent 
of the minimum wage provisions of the Walsh-Healey Public Contracts Act. 

The workers of this country are already carrying a disproportionate share of 
the cost of the defense program. The effect of the proposals before your com- 
mittee would be to shift more of this burden onto the shoulders of the working 
people. Heretofore, such shifting has been accomplished primarily through 
higher prices and higher taxes. Now it is to be accomplished through a reduction 
in wages in low-wage areas. Is the profit margin on Government defense work 
also to be reduced in these low-wage areas? 

Enactment of the proposals would place at a disadvantage many employers who 
are conscious of their obligations to their employees and are willing to pay decent 
wages, and it would be extremely detrimental to a large number of working people. 
The disadvantages far outweigh any advantages the proponents claim for their 
proposals. On the other hand, in its years of operation the present method of 
determining minimum wages on Government contract work has proved beneficial 
to the workers, to the employers, and to the Nation as a whole. 
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Therefore, in behalf of the thousands of members of my union who would be 
adversely affected by the proposals concerning minimum wage determination and 
in behalf of the American people as a whole, I urge vou to reject these proposals or 
any other proposals which would weaken the present minimum wage provisions 
of the Walsh-Healey Public Contracts Act. 

Very sincerely yours, 
H, A. Brapuey, President. 


STATEMENT OF FrREpERICK F. UMuey, EXECUTIVE SECRETARY, INTERNATIONAL 
Lapiges’ GARMENT Workers’ Union, A. F. or L. 


On behalf of the International Ladies’ Garment Workers’ Union, I wish to 
record opposition to the Fulbright amendments to the Defense Production Act 
which would modify the Walsh-Healevy Publie Contracts Act. 

The proposed ‘locality’? amendment, which requires the establishment of 
different minimum wages for each city, town, and village, completely negates the 
purpose of the Walsh-Healey Act. The act has served to prevent cutthroat 
competition by unscrupulous employers bent on paying wages below the pre- 
vailing minimums in their industries. In doing this, the act has protected that 
great majority of employers who pay the minimum wages prevailing in their 
industry. These employers, who maintain decent and fair minimum wages for 
their employees, would be irreparably damaged by the proposed ‘“‘localityv”’ 
amendment. It would deprive these fair employers of the opportunity to obtain 
contracts unless they lower their own wage standards. 

Contractors who seek Government contracts are located in all parts of the 
United States. When thev bid against each other, the bids of each one of them 
are measured against the bids of every other bidder in the same industry, irre- 
spective of the location of their plants. The efforts of some contractors to under- 
bid all others by paying subminimum wages has unavoidable repercussions 
throughout the Nation. To compete, other bidders are forced to meet the lowest 
wage standards by wage cutting. Thus, in considering competition for Govern- 
ment work, the United States must be regarded as a single economic locality. 
Only by treating it to include the entire area in which contractors compete 
against each other (even if this calls for the inclusion of the entire country), can 
the majority of employers be protected from those who disregard industry’s 
own Wage standards. 

The concept of ‘‘locality’’ to encompass an economic rather than a geographical 
unit does not hurt any employer who seeks Government contracts. It does not 
preclude anyone from bidding. It merely mitigates the effect of . cutthroat 
competition by unfair employers. 

Moreover, the task of determining individual standards for each separate com- 
munity would be administratively impracticable and extremely costly. There 
are, for example, over 30,000 establishments in the apparel industry, located in 
hundreds of communities throughout the Nation. Every time several plants 
open in a community where no apparel plants previously existed, new determina- 
tions of prevailing minimums would be called for. 

For that matter, the proposed amendment would destroy the minimum wage 
standards in localities where there is but a single plant in the particular industry. 
Such a firm could, at will, set its minimums below what is deemed just throughout 
the industry in order to underbid other employers. 

The Walsh-Healey Act, as presently construed, has had no adverse effects 
Industrialization of formerly relatively unindustrialized sections of the country 
has far outstripped the development of the areas with older industrialization 
since the year in which the act was adopted. Between 1935 (the year before the 
enactment of the Walsh-Healey Act) and 1947 (the latest vear for which census 
data are available), the number of manufacturing establishments in the United 
States rose by 42 percent. However, the increase in Mountain States was 47 
percent; in South Atlantic States, 56 percent; in West South Central States, 60 
percent; in Pacific States, 61 percent; and in East South Central States, 69 per- 
cent. Small manufacturing also continued to expand. In 1939, for example, 
the census accounted for 148,581 small establishments which employed from 1 
to 50 wage earners. By 1947, establishments which employed less than 50 
employees numbered 197,667. ‘ 

It isa matter of record thet small-bvsirces mer co bid fer Goverr ment cortrects. 
That they do not bid, or are found ineligible, is net dve to the operation of the 
Walsh-Healey Act. Rather, the nature of prodvet, werkmerstip specificetions 
and financial responsibility requircments often restrict the bidcing to !arger firms. 
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The very purpese of the act is also nullified by the opcr market eamercmecnt 
insofar as it exe). des from its coverage “the purel eses of such materiels, 
articles of cquip ment of stencard type ard cerstricticn es ere tstally sold i 
open market to pirelasers gererally.”” This wovld e’so megnify the ecventege 
of any firm which Cisregercs its own indisiry’s prevailirg mirimim were prec- 
tices on civiiian werk Continued viclaticn of State erd Fecerel statutes on 
safety and sanitation, erd on the tse of convict or child 'abcr would no longer 
ben a firm from biccirg erd obtaining more business from the Gover ment 
Also, the Government would be in the positicn of lclpirg to Crive Cown the were 
levels of the lowcst paid gro.p of Americen werkcrs, the very thirg which the 
Walsh-Healey Act sought te prevent. The ecercmie pewer of the Govert ment 
when exercised, mist rot be Cireeted et the Cestrvucticn of minimim stancarcs 
voluntarily followed by the great majority of employers 

There is also no need to tie tp the bends of the Seerctery of Leber by requiring 
him to follow the Admiristrat:ve Frocectre Act ard to provice @® court review 
of the Cetermiratiors. No cmployer can Forcstly Cemcrstrate thet be Fes been 
hurt by the actiors of the Sec retary to Cate Nor is there any such potential cr 
inherent Canger. The proposed amercmert wovld merely crcete vurdve com- 
plications ard invite nviserce svits in the courts Cesigred to ce'ay the acoption 
by the Governmert, as its own stancerd for purebesing end at no cost to the 
potential biccers, the minimim wages alreecy prevalent threvghout mest of the 
indistry. Such celays can berefit ro one except a few chiseling ccreerrs. They 
are prone to hurt the greatest majerity of biccers for Goverr ment contrects 

For the above reasons, I strongly urge you, on belelf of the Internaticnal 
Ladies’ Garment Workers’ Unien, to reject the Fulbright amendments 


Mr. Mason. I have also here a letter addressed to Senator Fulbright 
from the United Textile Workers Union of America, with a resolution 
that was passed at their last convention, and | would also like to offer 
that for the reeord. 

Senator Futspricur. If it is not included, it will be. 

(The letter referred to follows: ) 


Unirep TExtTILE WoRKERS OF AMERICA, 
Washington 5, D. C., May 14, 1952. 
Hon. James W. FuLBRIGHT, 
United States Senate, Washington, Ey ES: 

Dear Sir: The enclosed resolution, adopted at our recent convention, is self- 
explanatory. 

We regret very much that you have taken this step which would inflict severe 
hardship on the textile workers of the United States. 

We are now endeavoring to raise the wage standards, particularly in the 
southern part of the industry. Your proposed rider certainly gives aid and 
encouragement to unfair nonunion employers who still cling to the policy of low 
wages and high profits. 

I am sure that I voice the sentiments of organized labor in the United States 
in requesting you to withdraw this rider and its disastrous effects on the American 
worker. 

Very truly yours, 
ANTHONY VALENTE, 
International President. 
W ausH-HEALEY 


Whereas the forces of reaction in Congress are now attempting to revise and 
nullify the benefits to the workers in the Walsh-Healey Act; and 

Whereas the international union has petitioned for a 25-cent-an-hour wage 
increase in textile minimum wages, which we expect to be established after the 
public hearings in Washington, it is, therefore, 

Resolved, That the convention goes on record in condemnation of the proposed 
rider to the Defense Production Act which would completely disrupt the deter- 
mination of minimum wages in the textile industry and pave the way for a 
campaign of labor exploitation by unfair employers; it is further, 

Resolved, That copies of this resolution are sent to Senator Fulbright, of Arkan- 
sas, Senator Green, of Rhode Island, the President and Vice President of the 
United States, the Speaker of the House, the American Federation of Labor, 
and the publie press. 
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Senator Futsricut. I have letters from Senators Pastore and 
Lodge which will be inserted in the record; also a letter from the 
Chamber of Commerce of Eastern Union County, N. J. 

(The letters referred to follow:) 

Unitrep STatres SENATE, 
COMMITTEE ON Post OFFICE AND CivIL SERVICE, 
May 14, 1952. 
The Honorable BuRNET R. MayYBANk, 
Chairman, Senate Committee on Banking and Currency, 
Washington, D. C. 


Dear Senator Maysank: On my latest visit to Rhode Island I made it a 
point to discuss with members of both labor and industry the reactions to the 
Fulbright amendment to the Defense Production Act of 1950, which amendment 
would modify the Walsh-Healey Contracts Act. 

The information which | received confirmed my own feelings that this amend- 
ment is discriminatory and certainly not in the best interests of the major portion 
of our great country. For the past 100 years the United States Government has 
successfully endeavored to raise the standard of living of the working man. The 
Walsh-Healey Public Contracts Act prevented the Government from subsidizing 
deplorable working conditions. If the Fulbright amendment is adopted, a major 
portion of the great work which has been done in the labor field will be nullified. 
By virtue of the fact that wage determination would be made upon a local rather 
than a national level is to my way of thinking concrete evidence that this proposal 
is discriminatory. 

From the economic point of view I find it very difficult to understand how the 
Secretary of Labor can possibly have at his disposal either the funds or the 
personnel to conduct an investigation of the prevailing wages in each town, city, 
or local community, which must be done under the provisions of the Fulbright 
amendment. To place a reward upon the nonconformity with national standards 
is certainly not in accord with the American way of life with which we are all so 
familiar. It is obvious that a company which does not meet the high standards 
of working conditions to which the American worker is entitled would stand an 
excellent opportunity of benefiting under this amendment. 

I know that the distinguished members of your committee will approach this 
problem with an open mind and will agree wholeheartedly with me that there is 
no place in the American system of Government for such discriminatory legislation 
as the Fulbright amendment. 

There has been a great deal of discussion and statements that our Government 
will do its utmost to relieve those areas which are classified as “‘distressed’’ by 
giving them preference in the awarding of Government contracts during the 
present emergency. Now a proposal has been offered in the form of the Fulbright 
amendment which would, in effect, say to employers in these ‘‘distressed”’ areas: 
“Lower the working standards to such a point that you must be able to compete 
with the lowest possible wage standards anywhere in the United States.’’ This, 
in itself, is ridiculous, fallacious, hypocritical, and certainly undesirable. 

The Walsh-Healey Act has been successful in its accomplishments. It has 
operated for the benefit of the majority of American employers and employees. 

I fervently trust that in the wisdom and understanding of you and the members 
of your committee, you will see fit to disapprove the Fulbright amendment. 

Sincerely, 
Joun O, Pastore, 
United States Senator. 


UNITED StTaTEs SENATE, 
CoMMITTEE ON FOREIGN RELATIONS, 
May 10, 1952. 
Hon. BurNeET R. MayBAnk, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


Dear Mr. CHarrRMAN: It is my understanding that your committee will shortly 
consider in executive session an amendment to the Defense Production Act pro- 
posed by the junior Senator from Arkansas. As I read this amendment, it would 
set minimum wages under the Walsh-Healey Act on the basis of prevailing wages 
in each separate ‘‘city, town, village, or other civil subdivision” instead of on the 
current basis of a Nation-wide prevailing minimum wage in a given industry. 
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This amendment would further make the Walsh-Healey Act inapplicable to ma- 
terials, supplies, ete., purchased ordinarily in the open market. Lastly, it would 
make the decisions of the Secretary of Labor subject to review under the Adminis- 
trative Procedures Act. 

I am utterly and vigorously opposed to this attempted crippling of the Walsh- 
Healey Act for the following reasons: 

1. If it is decided that the Walsh-Healey Act is to be repealed—and such would 
be the net result were this amendment adopted—it should be presented to the 
Senate only after very detailed hearings and full opportunity for representatives 
of labor and management to present their case. It is unthinkable that the Com- 
mittee on Banking and Currency would undertake to emasculate a statute of such 
importance as the Walsh-Healey Act without having public hearings, after due 
notice to all parties in interest. 

2. I use the words “repeal” and ‘“‘emasculate’”’ advisedly, for this amendment 
would make the Wlash-Healey Act absolutely unworkable. The proposal to fix 
wages on a local basis, where the Secretary of Labor presently reaches a single 
minimum wage decision for an entire industry, would require the Secretary to 
make literally thousands of decisions for one industry alone. Multiply that by 
the number of industries covered by the Walsh-Healey Act and the number of 
individual decision required of the Secretary of Labor would run into astronomical 
figures. To attempt to fix wages on a city, town or village basis is simply an ad- 
ministrative absurdity. 

3. Requiring thousands upon thousands of individual decisions on wage rates 
would be bad enough. But the amendment goes further and imposes additional 
obstacles, for the bringing of the Administrative Procedures Act into the picture 
would mean long delays, even assuming the Secretary of Labor (or any other 
agency) were capable of coping with these multitudes of determinations, since this 
feature of the amendment would invite uncooperative contractors to file dilatory, 
and possibly frivolous appeals. This would obviously hamstring the entire opera- 
tion of the aet. 

4. The provision of the amendment which would make the Walsh-Healey Act 
inapplicable to standard articles purchased in the open market would, of course, 
make the act nothing but a hollow shell. Furthermore, there are obviously many 
borderline categories of goods where considerable doubt exists as to whether they 
can accurately be characterized as being or not being in the standard classification. 
This would involve more delays; in the meantime it would leave businessmen 
in the dark as to whether they were covered under Walsh-Healey or not. Not only 
would this cause hardship to conscientious citizens doing business with the 
Government; it would provide a perfect alibi for the unscrupulous citizen. 

5. The amendment is not only administratively unworkable; it introduces 
a policy which could have no other effect than to depress wages in some parts of 
the country—or even within different parts of a State—to the obvious disadvan- 
tage of other sections. This is not merely a case of North-South rivalry. Plants 
paving substandard wages in small communities throughout the country would 
be able to underbid the majority of employees in other plants where a higher 
wage standard prevails. The net effect would be to reward plants paying low 
wages with Government orders and penalize plants with high wages by giving 
them no'business at all. In otber words, it would make it the policy of the Congress 
to encourage’ low wages, which in my judgment would constitute one of the 
greatest reversals of congressional policy in modern times. 

6. This amendment is bad for labor and bad for management. Companies 
presently paying high wages would be forced to cut wages or go out of business. 
The alternative would be for the high wage company to transfer its plant to a 
low wage area in order to meet competition for government orders. This would 
result in a disastrous dislocation to the entire economic pattern of the country, 
affecting all industry, whether covered by Walsh-Healey or not. The corner 
grocery would suffer as much as the textile factory. 

In the Supreme Court case of Perkins v. Lukens Steel Company, the purpose of 
the Walsh-Healey Act was stated as being necessary ‘‘to obviate the possibility 
that any part of tremendous national expenditures would go to forces tending to 
depress wages and purchasing power and offend fair social standards of employ- 
ment.” If the amendment proposed by the Senator from Arkansas were to become 
law, the Walsh-Healey Act’s purpose would be to use the power of ‘‘tremendous 
national expenditures’? to depress wages, purchasing power, and to offend fair 
social standards of employment. The majority of American manufacturers who 
observe fair labor standards will not be able to do so if the power of Government 
spending is used to encourage low-wage, low-standard competitors. 
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Earlier in the year I appeared before the commttee to urge a legislative require- 
ment that distressed areas receive priority in the channeling of Government 
orders. I think it accurate to say that as a general proposition high wages pre- 
vail in these areas of abnormal unemployment. The committee voted against 
incorporating this proposal into the Defense Production Act. But now it is urged 
that the committee not only fail to act, but that it go further and take affirmative 
action to make the situation in these distressed areas just as bad as humanly 
possible. I cannot, as one who represents in part a State where many key indus- 
tries are struggling for their very existence, remain silent in the face of a legislative 
death blow which would mean economic disaster to the people of my State. 

I urge that the committee vote down this attempted almost incredible attack 
on the policy of fair wages and fair working conditions. Far from promoting 
defense production, it could easily throw the whole defense production machinery 
so thoroughly out of gear that its wheels conceivably could come to a total stop. 

Very sincerely yours, 
Henry Caror Lopae, Jr., 
United States Senator. 


CHAMBER OF COMMERCE OF EASTERN UNION CounNry, 
Elizabeth, N. J., May 7, 1952. 
Mr. Witiiam B. Barron, 
Secretary, Employer-Employee Relations Council, 
Washington, D.C. 

Dear Mr. Barton: The Chamber of Commerce of Eastern Union County is 
strongly in favor of the Fulbright amendment to the Defense Production Act, 
because the Secretary of Labor has, by rules and interpretation, rewritten sections 
of the act which we think are contrary to the congressional intent. 

At the present time the Secretary of Labor seems to be free to adopt any con- 
struction of the statute, make any determination, and issue any regulations that 
he might care to, depending upon the pressure to which he may be subjected 
from time to time. 

Under the existing statute, Government contractors are required to pay the 
minimum wage as determined by the Secretary of Labor to be the prevailing 
minimum wage for persons employed on similar work, or in the particular or 
similar industry, or groups of industries currently operating in the locality in 
which the materials, supplies, articles, or equipment are to be manufactured or 
furnished under said contract. 

Since the area of the locality mentioned in the statute was not defined, the 
Secretary has ruled that it means continental United States, and with few excep- 
tions, a single, national minimum wage has been established for an industry, 
the minimum is then applicable everywhere, regardless of what average wage is 
being paid in the town or area where the particular plant is located. This national 
average minimum wage might be substantially out of line with wages in the 
particular area. It would disrupt the economy of the community, destroy other 
local businesses, either through pirating its labor, or increasing its operating 
costs. It would discourage development of new industry in areas distinct from 
major markets by adding immediate high labor cost to high transportation cost. 
It prevents local businesses from accepting occasional Government contracts 
because it would permanently raise their labor rates. It would favor large effi- 
cient plants over smaller and less efficient ones. 

In the area of eastern Union County which has a diversified type of industry, 
it might work a great hardship by establishing a higher minimum wage than is 
now in effect. Our experience has been that the ability to increase the minimum 
wage under pressure might prove to be very detrimental to a highly industralized 
area, such as we have in eastern Union County. 

Our members and industry are opposed to giving the Secretary of Labor un- 
necessary freedoin of interpretation. 

We are in full sympathy with the amendment and hope for its adoption. 

Sincerely vours, 
ApriAn O. Murray, 
Executive Vice President. 


Senator FuLtsrienut. If anvone cares to submit a written statement 
before 4 o’clock Friday, it will be included in the printed record. 
Mr. Mason. Thank you for this opportunity, Mr. Chairman. 
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Senator Futsrigur. The hearings on these amendments will be 
closed. 

The committee is recessed until tomorrow morning at 10:30. That 
is to be an executive session. 

(Whereupon, at 12:10 p. m., the committee adjourned. 

(The following was received for insertion in the record: 


NATIONAL MiILk PrRopucEeRS FEDERATION, 
Washington, D. C., May 23, 1952 
Hon. Burnet R. MayBaAnk, 
Chairman, Senate Committee on Banking and Currency, 
Senate Office Building, Washington, D. C 

Dear SENATOR MayBank: For several years the National Milk Producers 
Federation at its annual meetings has adopted resolutions urging the repeal of 
the Walsh-Healey Act. Our position can best be stated by quoting the most 
recent resolution on the subject which was adopted by our voting delegates at the 
thirty-fourth annual convention in Minneapolis, Minn., November 1950 

“Notwithstanding the fact that the Fair Labor Standards Act purports to 
establish a comprehensive and over-all pattern of fair labor standards with 
respect to hours and wages, the Walsh-Healey Act—enacted 2 years prior to the 
Fair Labor Standards Act and now in conflict with that act—continues to remain 
in effect. Confusion, conflict, and excessive costs will result as long as this 
condition exists. Common sense dictates that the Walsh-Healey Act should be 
repealed. The federation endorses and urges the enactment of 
repeal the Walsh-Healey Act.” 

We recognize that there is little hope of securing the enactment of legislation 
at this time for the repeal of the Walsh-Healey Act. While awaiting a more 
appropriate time for such repeal we will support amendments which will strengthen 
the provisions of the act so as to reduce the wide discretionary authority of the 
Secretary of Labor under the act. We therefore support the so-called Fulbright 
amendments to the bill S. 2594 which would (a) require the Secretary of Labor 
when he establishes prevailing minimum wages to follow the local wage rates 
rather than the national wage rates; (b) make clear that the Walsh-Healey labor 


legislation to 


standards shall not apply in the case of contracts for material and supplies of a 
standard type that are usually available in the open market to all purchasers; 
(c) give interested parties the right of court appeal. . 

We will appreciate it if you will incorporate this communication as a part of 
the hearings on the bill 8S. 2594 to extend and amend the Defense Production Act 
of 1950 as amended. 

Sincerely yours, 


CHARLES W. Houtman, 
Secretary, National Milk Produce rs Fede ration. 





